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Farmer or Utility Ownership 
of Electric Lines? 


How Pennsylvania answers that question 
By GEORGE EVERETT 


HE manager of a farm coopera- 
Te which had pioneered in the 

field of operating its own elec- 
tric lines handed a sheaf of papers to 
the president of the utility company 
from which the codperative purchased 
power wholesale. The papers were 
full title to the codperative’s power 
lines.. There was no money involved ; 
the codperative was giving its lines 
away. 

But the utility company president 
refused the “gift.” By registered 
mail he returned the deeds, title, and 
right of way. Then the codperative 
mailed them back. Finally the case 
reached the public service commission. 

There the troubles of the codpera- 
tive were aired. Its members had 


erected the lines and, after some years 
of paying for more power than could 
be used, had gotten them paid for— 
they found they owned their own elec- 
tric lines. Simultaneously, they found 
the lines had worn out and new ones 
had to be built; or the old ones dras- 
tically and expensively repaired. 

An isolated instance? Yes, prob- 
ably. But not as ridiculous or far- 
fetched as it might sound. And it has 
the added weight of truth. It hap- 
pened in Pennsylvania, and during the 
years of comparative prosperity—the 
glorious twenties. 

The stage has been set for it to hap- 
pen again, many times over, in all sec- 
tions of the country, with Uncle Sam’s 
Rural Electrification Administration 
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and the taxpayers’ money greasing the 
skids for the reénactment. 


ss REA is offering codperatives 
and other farm groups the 
“bonanza” of a loan of Federal money 
with which to construct power lines to 
serve their members. One of the in- 
ducements of the plan is that it enables 
the farmer to keep out of the clutches 
of the Big Bad Utility by erecting and 
owning his own lines, which REA 
says he can build “in most localities 
for $1,000 or less per mile of line” in- 
cluding most of the necessary acces- 
sories. It apparently matters not that 
utilities themselves, despite the best 
assistance of technical skill, have not 
been able to keep costs of lines much 
under $1,300 to $1,500 per mile. 

And, if no storms blow them down 
or nothing else untoward occurs, in 
twenty years the lines will belong to 
the farmers under the REA scheme, 
to be maintained, repaired, and rebuilt 
as best the farmer can manage. The 
farmers can, of course, as REA 
blandly points out without citing cost 
details, insure the lines to protect 
against unexpected damage—not 
against wearing out—but at best this 
adds to the expense. 

All very nice, you say, but what is 
to be done for the farmer who wants 
to modernize with electricity and catch 
up with his city brother in the neces- 
sities and niceties of life? 


ELL, there is the Joint Rural 

Electrification committee plan, 
with utility and farmer equally repre- 
sented, which had been growing up 
throughout the New England, Middle 
Atlantic, and East Central states in 
the last decade. Morris Llewellyn 
Cooke, chief mogul of the REA, 


scorns the joint committee as a “do- 
nothing” idea where talk reigns su- 
preme and action is the Forgotten 
Thing; but Mr. Cooke was one of the 
principal parties in launching the first 
Pennsylvania rural electrification plan. 
It was scrapped as unworkable as soon 
as the joint committee was formed in 
that state, in favor of a substitute plan 
which has been in operation ever since. 

Let us take a look at the Pennsyl- 
vania scheme for rural electrification 
which has brought about the erection 
of 10,000 miles of rural power lines in 
Pennsylvania in eight years, five of 
them depression years. That 10,000 
miles of line is one tenth as much as 
REA can put up in the entire country 
at its own cost estimate with the 
$100,000,000 it has in its bank ac- 
count. That 10,000 miles is a 250 per 
cent increase in rural electric lines 
mileage in Pennsylvania in eight 
years. A total of 45,374 farms had 
electricity from the 14,889 miles of 
rural lines in operation on September 
1, 1935 (the latest available accurate 
figures). The number of consumers 
on these lines was 179,078. 


Shi 45,374 electrified farms repre- 
sent slightly less than 25 per cent 
of the total number of census-listed 


farms in the state. A more accurate 
picture, however, is shown by con- 
sidering only the farms in sections of 
the state where the land can be tilled 
at a subsistence level or better; ex- 
cluding the farms in forest areas 
where they frequently fall under the 
three-to-a-mile minimum, and in the 
bleak northern tier counties. 

Using then, as a base, only those 
farms where electricity is or probably 
ever will be economically possible un- 
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der either REA or the Pennsylvania 
program, more than 50 per cent of the 
rural population now has electric serv- 
ice. 

The 14,889 miles (the total will 
pass 15,000 by the end of 1935) were 
erected at a grand total cost of $27,- 
250,000, including the cost of original 
construction and of cutting in new 
customers on old lines every year, or 
something less than $2,000 a mile 
average overall cost without’ mainte- 
nance during the eight years. From 
January to September in 1935, utili- 
ties spent $1,750,000 on rural electrifi- 
cation in Pennsylvania, putting up 
975 miles of new lines and adding cus- 
tomers to old ones. The expenditure 
per mile of new line was less than $1,- 
800; the actual cost per mile of new 
line around $1,500, the rest being 
spent for new customers on old lines. 


B™ here is the startling thing about 
the Pennsylvania plan. The util- 
ity companies paid for all this rural 


line extension. The utilities erect 
the lines, maintain them, and take all 
the risks with them. The farmers’ 
only burden is to guarantee to pay a 
minimum charge per month equal to 
one and one-half per cent of the actual 
cost of constructing the line. And the 
charge is computed on regular city 
electric rates, with the farmer eligible 
to electric power at his city brother’s 
rate for every cent he pays. As the 
number of, customers increases on a 


line, of course, the minimum de- 
creases. 

The construction work, by the way, 
is carefully supervised by the public 
service commission and is scrutinized 
by the farm representatives on the 
joint committee to see that no utility 
gouges the farmer by setting an exces- 
sive line construction cost on which to 
base the minimum monthly bill. 
Every line extension case goes 
through the joint committee offices, 
which are presided over by resource- 
ful John M. McKee, a Scotchman 
whose life has been spent on a farm or 
with farm groups and now general 
secretary of the committee. Most of 
the cases do not reach the commis- 
sion’s formal complaint docket, al- 
though all of them must receive com- 
mission approval. 


A an aside at this point, it can be 
said that the principal factor in 
bringing down the per mile cost of 
rural line erection since the program 
started has been due to the vigilance 
of McKee and the farm representa- 
tives on the joint committee who have 
constantly demanded lower and lower 
costs. To give their argument the 
weight of a gloved fist, so to speak, 
they obtained a concession from the 
utilities that private contractors could 
be called in for any line construction 
job where the farmers thought the 
utility’s quotation was too high; the 
cost still to be borne by the utility. 


e 


we . Mr. (Morris Llewellyn) Cooke was one of the 
q principal parties in launching the first Pennsylvania rural 
electrification plan. It was scrapped as unworkable as soon 
as the joint committee was formed in that state, in favor 
of a substitute plan which has been in operation ever since.” 
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Few cases have developed where the 
utility did not meet the private con- 
tractor quotation. 

Every time the city rates are cut, 
the farmers’ rates are cut along with 
them. His minimum stands, as does 
the city consumer’s minimum, but he 
gets more power for the minimum and, 
if using more than the guaranty, pays 
less for the excess. In addition, under 
the watchful supervision of the joint 
committee, the farmer has had two 
other cuts in charges in eight years, 
both of them during the depression. 
Originally, the minimum was comput- 
ed at 2 per cent of the line construc- 
tion cost. In 1930, the minimum was 
cut to 1} per cent; in January, 1935, 
to its present base of 14 per cent—the 
ideal minimum in the REA plan. 


MM” than all this, under the Penn- 


sylvania plan, any farmer in the 
state may have electrical service if he 
wants it and can match the 14 per cent 
minimum guaranty. The utility, un- 
der a public service commission order 
promulgated eight years ago (seven 
years before REA was thought of), 
must construct lines to rural consum- 
ers if they want them wherever there 
are three or more customers to each 
mile of line to start with. 

Can the Pennsylvania Public Serv- 
ice Commission be blamed, then, if it 
says: 

This plan takes the service into rural 
areas at a cost which is below the require- 
ments necessary if the extensions into such 
areas were to be made on an independent, 
self-supporting, oS eeonees basis, as 
now proposed by the Rural Electrification 
Administration. Furthermore, this is being 
done entirely at the expense of the utility 
pore a! without any eee samaaaien or 
subsidy from any governmental agency 
ported at a direct cost to the roman tag, 


fact, service is now available to any con- 
sumer anywhere in Pennsylvania on a 


cheaper and less restrictive basis than any- 
thing yet proposed by the REA at Washing- 
ton, at definite saving, and without expense 
to the taxpayers because it is being accom- 
plished without government aid. 
HAT is the nature of this Joint 
Rural Electrification committee 
which has pioneered in the field of 
giving electrical service to the farm- 
ers, carrying on unostentatiously and 
effectively for the past eight years? 
Who is responsible for it? 

The committee came into existence 
upon the direct suggestion of E. C. 
Bayard, editor of the Pennsylvania 
Farmer, in 1927. At that time, the 
farm and utility groups were dead- 
locked over a question of rates as a 
result of the public service commis- 
sion’s general order of 1926 which 
made it mandatory that utilities erect 
rural lines where farmers wanted 
them but made no requirement as to 
the rates to be charged. This order 
was direct outgrowth of the Giant 
Power scheme of former Governor 
Gifford Pinchot, in which Morris 
Llewellyn Cooke took an active part as 
Mr. Pinchot’s adviser. Under the or- 
der, the utilities filed rate schedules so 
complex and so prohibitive that not a 
mile of rural line could be expected to 
be built anywhere in the state. 

The farmers found themselves in 
much the same position they were be- 
fore the order was issued, faced with 
the prospects of expensive and long 
drawn-out rate battles or of retreating 
and making a fresh start. Upon the 
suggestion of editor Bayard, they 
adopted the latter course and offered 
to meet with the utilities; thus the 
joint committee came into being. 
After a series of meetings, the com- 
mittee agreed upon a new general or- 
der, much like the former one except 
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Success of the Pennsylvania Plan 


Ni pte snore success in the field of codperative rural 
electrification between utilities and farmers has been du- 
plicated in almost any of the northeastern states of the nation. 
Some New England states have a higher record even than 


Pennsylvania of rural line extension, 


Most of them modeled 


their program after the Pennsylvania plan.” 





that it required that electric companies 
file a single schedule of rates under 
which service would be available to 
consumers anywhere in the area 
served by the utility—that is, city 
rates applicable to rural territory. 
This substitute order, incidentally, 
was held up until after Mr. Pinchot 
went out of office by the commission, 
which at that time consisted of four of 
his own appointees, a majority by one. 


oe the history of the 
joint committee, the committee 
in reality has been two separate 
groups, the farm committee and the 
utility committee. Each has ten mem- 
bers and they meet separately and 


consider plans. Each submits its pro- 
posals for furthering the plan to the 
other side for consideration in ad- 
vance of a general joint meeting at 
which the two sides announce how far 
they will go toward meeting the other 
side’s proposal. Usually, a compro- 
mise agreement has been reached, with 
concessions from each group. 


In addition to nursing and supervis- 
ing the plan generally and increasing 
its effectiveness by the barter method 
of give-and-take on disputed points of 
policy, the joint committee carries on 
an extensive educational program in 
the rural districts to show the Penn- 
sylvania farmer, the advantages of 
electricity. Advertising is printed 
regularly in farm journals and organs 
and Mr. McKee is always available 
for an explanatory talk at a coopera- 
tive or grange convention to outline 
the plan. 

The farm representatives, through 
Mr. McKee, also take great pains to 
help individual farmers get the full 
benefit from the program. Individual 
cases are studied with the farmer him- 
self, to show him just what electrical 
conveniences he can use and to what 
extent he can use them for the number 
of kilowatt hours to which he is en- 
titled for his minimum monthly 
charge. As fast as possible, the farm 
committee is eradicating. such in- 
stances as the farmer who, although 
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using only about one half the amount 
of power to which he was entitled for 
his minimum bill, always disconnected 
his electric clock at night and reset 
it in the morning to keep down his 
electric usage. 


HAT this procedure has met with 
approval among the farmers of 
the state is shown by the concrete 
steps they have taken to install elec- 
trical service under the plan’s terms. 
It is shown also by the action of the 


continue cooperating in the plan. 
This action came after the REA was 
initiated ; after some of its representa- 
tives had toured the state rather ex- 
tensively to educate the Pennsylvania 
farmer to the benefits of the Federal 
plan. Not one mile of REA-spon- 
sored line has been started in Penn- 
sylvania to date. 

Pennsylvania’s success in the field 
of codperative rural electrification be- 
tween utilities and farmers has been 
duplicated in almost any of the north- 


eastern states of the nation. Some 
New: England states have a higher 
record even than Pennsylvania of 
rural line extension. Most of them 
modeled their program after the 
Pennsylvania plan. 


agricultural council, representative 
of all farm groups in Pennsylvania, 
on October 17, 1935, in which the 
rural electrification policies of the past 
were ratified and the farm members 
of the joint committee authorized to 





Private Enterprise Necessary for American Utilities 


ag) yg our national nor our state governments are planned 
or equipped for the task of government operation of utilities. 
Nobody ever tried it on our stupendous scale of a continent. Never- 
theless, there are governments which, in their smaller scope, do operate, 
in some fashion, some of their utilities. Since it is always in worse 
fashion than ours, their example is no temptation to imitate, but it 
does illustrate that some governments, on some scale, in some fashion, 
can operate some of them. But none of them have ever attempted to 
operate all the utilities, nor does any one of them possess 15 per cent 
of our railway mileage, or 6 per cent of our power, or 15 per cent of 
our telephones. 

“T would also have you observe that these governments all have much 
more concentrated power and responsibility than we have ever been 
willing to grant to our government. The fathers purposely made our 
government to a different model, for a different task. They divided 
power and responsibility, where business must concentrate them. They 
thought liberty and individual rights worth safeguarding even at some 
cost in efficiency.” 

—Hersert Hoover. 
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Trying to Pry into the TVA 


Some pertinent questions which the author thinks 
ought to be answered by those in charge of the gi- 
gantic Federal experiment in the Tennessee valley. 


By HERBERT COREY 


UITE by accident my eye fell 
on the dictionary definition 


of souffle: 

“A delicate, spongy dish, filled with 
air by beating, mixed with various 
ingredients, and served hot from the 
oven.” 

That is an inspired description of 
the TVA experiment. It is certainly 
spongy. It is a delicate morsel for 
those whose palates enjoy it. It is 
filled with air and it is being served 
extremely hot from the oven operated 
by Morgan, Morgan, and Lilienthal. 
Yet it seems to me that the customers 
who are being called on to pay for it 
should be given some idea of what its 
ingredients may be. A flavor that 
tastes like chocolate to Morgan, 
Morgan, and Lilienthal, might have 
the effect of ground glass on some of 
those who are to be forced to take it. 

Therefore I have prepared a list of 
questions each of which may be an- 
swered briefly, many by a simple yes 
or no. 


There is no probability that any one 
of them will be answered. One of the 
admirable and understandable traits 
of the TVA is its ability to dismiss 
inquiry either as (A) unworthy of 
consideration, or (B) an evidence of 
despicable unfairness on the part of 
the inquirer. I am quite certain that 
Dr. Arthur E. Morgan, chairman of 
the Authority, educator, engineer, and 
reformer; and Dr. Harcourt A. Mor- 
gan, entomologist, agronomist, and 
forester ; and David A. Lilienthal, ex- 
tremely bright young lawyer, are sin- 
cere in this attitude. An opponent to 
them is one who with his eyes open 
sins against the light. To such a con- 
temptible person they oppose the de- 
fense of a massive and impenetrable 
silence. 


| ie reminded of a conversation 
with William B. Seabrook, who 
has for years studied the so-called 
“black magic” in half a dozen back- 
ward countries : 
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“A medicine man,” he said, “is al- 
most invariably honest. He could not 
paint himself up as he does and dance 
through the smoke of the sacrificial 
fires if he were not honest. He be- 
lieves that he is the mouthpiece of the 
gods. 

“He firmly believes that when he 
sacrifices a child to his dark deities his 
community will be benefited. As the 
blood flows the communal burden of 
sin will be lifted, or the village will be 
protected against the anger of the 
gods. It does not occur to him that he 
is cruel and a murderer. 

“His dignity is invariably proof 
against what seems to him sacrilegious 
attempts to pry into the sacred mys- 
teries. If an attempt at direct ques- 
tioning is made he either stalks of- 
fended into the shadows or draws his 
robes about him and sits glum and 
silent in the temple.” 

It is not being suggested that 
Messrs. Morgan, Morgan, and Lilien- 
thal are medicine men or that they are 
playing with black magic, and yet it 
seems to me they have exhibited some- 
thing of the attitude described by Mr. 
Seabrook. They manifested indigna- 
tion when called on to reply before the 
House Military Affairs Committee to 
the strictures of Comptroller General 
McCarl on the methods employed in 
the conduct of the affairs of the TVA. 

- They have never to my knowledge re- 
sponded to the charge that they are 
initiating a venture into Socialism 
which is designed to be the forerunner 
of other similar and equally formid- 
able enterprises. To the complaint 
that they are deliberately injuring pri- 
vately owned - businesses they have 
only responded; as in the Knoxville 
case, to the general effect that if pri- 


vate business gets in the way of the 
TVA machine private business must 
expect to get hurt. It is therefore 
without hope of a reply that I have 
framed the list of interrogations 
which follows. 


HERE is not a trick question in 

the lot. Not one has been framed 
on the “have you stopped beating your 
wife” model. Each can be answered 
briefly, many by “yes” or “no” satis- 
factorily, so far as the enlightenment 
of the reader is concerned. Replies in 
this form might prove more satisfac- 
tory to the reader than more expan- 
sive and argumentative rejoinders, 
but this is a matter of opinion. The 
aim has been to secure definite an- 
swers to definite questions and in this 
way clear away a word-fogginess that 
has hung over the Tennessee basin ex- 
periment from its inception. 

So far as the record shows in the 
public prints the Tennessee valley ex- 
periment was hung originally upon a 
humanitarian frame. The design was 
to redeem a great and magnificent 
area which had been injured by un- 
wise exploitation and by unavoidable 
natural conditions. Its people were to 
be raised to a higher cultural level. 
Its farms were to be restored, its for- 
ests given back their trees, its eroded 
lands made safe against future injury, 
its flood waters controlled, and a yard- 
stick was to be made by which the 
actual cost of producing electricity 
was to be established, in order that the 
rates charged by private utilities might 
be checked as to their fairness. 


yer imperceptibly the emphasis 
has been shifted from these ob- 
jectives, until now it appears that the 
government, at the cost of the general 
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taxpayer, is engaged in a grandiose 
plan for the production of electricity, 
to be sold either in competition with 
the product of privately owned plants, 
or in the territory in which such pri- 
vately owned plants have been de- 
stroyed or taken over. 

Almost nothing is heard nowadays 
of the cottage industries which in fact 
provided the foundation for the 
scheme as it was first presented. 

The Tennessee valley is inhabited 
by a fine stock of pure-blooded Amer- 
icans, who have descended into pover- 
ty through no fault of their own but 
because of inescapable limitations up- 
on progress. The hill and valley 
farms were to be provided with the in- 
estimable benefits of electricity, and 
the users were to be enabled to pay 
for the current by innumerable small 
industries which were to be estab- 
lished in the cottages. The question- 
naire, therefore, may well begin with 
a query addressed to this phase. 


ier of the TVA have your 
investigations disclosed what 
cottage industries can be successfully 
set up? 

Have you discovered a firm market 
for the goods which could be manu- 
factured in such industries? 

Is it not the fact that mass produc- 
tion methods can produce goods of 
satisfactory quality at an over-the- 
counter price that could not be 
matched by partially trained individ- 
uals working at home, and handi- 


INTO THE TVA 


capped by inevitable difficulty in ob- 
taining raw materials, designs, and 
dependable outlets? 

Had sufficient thought been given to 
these obstacles before the project was 
launched ? 

Is it not true that electric power can 
in most instances be furnished more 
cheaply by a steam plant than by a 
water-power plant, for these reasons: 
1, That a dam must be built “all in 
one piece” for obvious reasons, and 
without regard to the market for the 
power to be manufactured, whereas a 
steam plant may be and invariably is 
built in units as power is needed? 
2, That hydraulic plants must be in 
almost every case located at a distance 
from centers of population—again 
for obvious reasons—and that the cost 
of transmission over the long hauls 
more than counterbalances any as- 
sumed economy in manufacture? 


M:®* C. C. Brown, gas and electric 
engineer for the state of Cali- 
fornia, has compared costs on actual 
installations and finds that the cost of 
transmitting 1,000,000 horsepower 
hours of energy in the form of gas is 
almost three times as much as trans- 
mitting the same amount of energy in 
the form of electricity. Are his com- 
putations accurate? 

Before the Boulder dam project 
was begun a firm market had been 
found and contracts entered into for 
the electricity to be produced as a side 
issue to the control of the Colorado 


e 


TVA is its ability to dismiss inquiry either as (A) un- 


g “One of the admirable and understandable traits of the 


worthy of consideration, or (B). an evidence of despicable 
unfairness on the part of the inquirer.” 
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river and the protection of the Im- 
perial valley, etc. Did you have any 
such certainty of a market? 

Is it not true that privately owned 
utility companies now furnish a 40 
per cent excess of power over con- 
sumption in the TVA area? 

Can you sell enough power to make 
the Tennessee river development a 
sound business proposition except by 
injuring these privately owned corpo- 
rations? 

The supply of raw materials and 
the distance from the ultimate market 
are deciding factors in the locating of 
any large industry using quantities of 
power. Are such large industries 
moving into the Tennessee valley? 

Are any showing any inclination to 
do so? 


R. Ernest Greenwood has stat- 

ed that: “Mr. Lilienthal has 
frankly admitted that the TVA could 
not compete with the private compa- 
nies if its books were kept by the same 
standards as the private companies.” 
Is this charge true? 

Is it not true that in most states 
privately owned utilities are obliged 
by law to keep their books according 
to the Uniform Classification of Ac- 
counts law? 

Does TVA keep its books by that 
law? 

- If TVA does not, is it indulging in 
tricky bookkeeping? 

If TVA is not obeying that uni- 
form law, is it trying to fool the gen- 
eral taxpayer? 

If it is not trying to fool the general 
taxpayer is there another reason for 
departing from the accepted standard ? 

Is it not true that the general tax- 
payer must make good the difference 


between the receipts and the expendi- 
tures of the TVA? 

Have you the firm assurance of a 
future profitable business, such as 
would be demanded of a private util- 
ity company by the SEC? 

Or are you in fact engaged in a 
socialistic attack on privately owned 
industry ? 


i has been stated that “in the gen- 
eration of hydroelectric power 
(year) every million kilowatts rep- 
resents 6,000,000 tons of coal, or 
steady employment 300 days in the 
year for more than 20,000 men.” Is 
this true? 

Do you know that operators and 
leaders of the miners have described 
the bituminous coal industry as ex- 
tremely sick? 

Have you ever formulated a clear 
statement of the effect on the coal in- 
dustry if the TVA experiment suc- 
ceeds in producing as much power as 
it has promised ? 

Do you know what the effect on the 
coal-hauling railroads would be if the 
coal industry is further crippled ? 

If that effect were to be injurious, 
do you think the interests of the Unit- 
ed States would be well served? 

On October 29, 1931, Lieutenant 
Colonel M. C. Tyler, Corps of Engi- 
neers, U. S. Army, in an official re- 
port stated that: “It may be expected 
that the deficit from the construction 
and operation of such a_ system 
(Muscle Shoals and Cove creek) 
which will have to be met by the Fed- 
eral Treasury and the general taxpay- 
ers will largely exceed any saving 
from lower rates which may accrue 
to the limited local public served.” 
Do you agree? 
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The Dominant TVA Motive 


66 ALMosT imperceptibly the emphasis has been 

shifted from these (humanitarian) ob- 
jectives, until now it appears that the government, 
at the cost of the general taxpayer, is engaged in 
a grandiose plan for the production of electricity, 
to be sold either in competition with the product 
of privately owned plants, or in the territory in 
which such privately owned plants have been de- 


stroyed or taken over.” 





Is it true that the full plan of the 
TVA involves the construction of 
something like 149 dams in the Ten- 
nessee basin ? 

Will the total cost be something like 
one billion dollars? 

If Colonel Tyler’s statement of a 
deficit on operation which must be 
paid out of general taxes is accurate, 
can you say what has become of the 
“yardstick” of which so much was 
once heard? 


AVE you ever made a definite, 
firm, supportable statement of 
the costs to be charged against water 
control, flood control, erosion control, 
conservation, reclamation, farm relief, 
reforestation, as against the firm cost 
of producing electrical energy in the 
Tennessee basin? 

Can you make such a statement ? 

If you cannot make such a state- 
ment, can you make an accurate esti- 
mate of the cost of power at the bus- 
bar? 

Is it not true that the two nitrate 
plants at Muscle Shoals were built at 
an initial cost of about $90,000,000 
of public money? 

Did Nitrate Plant No. One ever 
work ? 


Is Nitrate Plant No. Two now ob- 
solete ? 

Is it true that the two plants, with 
all the advantage of Muscle Shoals 
electricity, cannot produce nitrogen as 
cheaply as it can be bought on the 
open market? 

If that is true then is it not also 
true that nitrogen could only be pro- 
duced at a competitive price at Muscle 
Shoals at the cost of the taxpayer? 

If nitrogen were so produced at 
Muscle Shoals would this not be an 
attack on another industry? 

If nitrogen is not to be produced at 
the Shoals is it honest to talk about 
the benefits to be anticipated by the 
farmer? 


D° you know that more than $630,- 
000,000 of private capital has 
been invested in the privately owned 
utilities in the states affected by the 
TVA? 

What will happen to that invest- 
ment if the TVA plan succeeds? Or 
have you ever thought about that? 

Do you know what proportion of 
that $630,000,000 is in the hands of 
small investors? 

Is the charge made by R. D. Cock- 
rell in March, 1935, true that the 
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TVA “has denied state regulatory 
bodies authority over rates provided 
by state laws?” 

If it is true have you invaded the 
rights of the states? 

Cockrell said the TVA has “refused 
to file rate schedules.” Is this true? 

He charged that the TVA has “ex- 
ercised arbitrary power in enforcing 
sale to TVA of existing facilities by 
privately owned companies under con- 
ditions approaching duress.” Is this 
true? 

Is it true that the state board of the 
PWA refused at one time to loan 
money to Knoxville on the ground 
that the city’s credit did not justify it? 


1p not the TVA arrange with the 
PWA later to loan Knoxville 
$2,600,000, of which $600,000 was 
an outright gift, for the construction 
of a municipal plant? 

Was it the purpose of this move to 
compel the Tennessee Public Service 
Company to accept the TVA’s bid of 
$6,000,000 for its Knoxville proper- 
ties? 

Did not the company state that this 
was approximately one third the value 
of the properties? 

Have not the members of the TVA 
referred to this transaction as a 
triumph? 

In February, 1933, a special com- 
mittee of the House of Representa- 
tives, headed by Joseph B. Shannon, 
Democrat, made a report in which 
was said among other things that “No 
constitutional authority exists which 
would permit the government deliber- 
ately to enter in business in any form 
which competes with and impairs the 
private business of its citizens, except 
for reasons of economy or fiscal or 


military expediency.” Has _ that 
statement ever been seriously chal- 
lenged? 

Is not the TVA seeking to “com- 
pete with and impair” the private busi- 
ness of certain citizens? 


§ be-s actual cost to the taxpayers 
of the properties turned over to 
the TVA was about $133,000,000. 
The TVA has arbitrarily fixed the val- 
ue to it of these properties at $51,- 
000,000. Was an impartial valuer 
called in from the outside? 

Is it to the public advantage of the 
TVA to reduce the apparent capital 
cost ? 

Comptroller General McCarl has 
stated that in spite of this reduction in 
capital investment the TVA has re- 
fused to use the valuation as a basis 
for depreciation. He says that 2 per 
cent annual depreciation based on the 
valuation placed on the properties by 
the TVA would be a conservative rate 
and would amount to about $1,000,- 
000 per annum. Is the Comptroller 
General right? 

McCarl says that the Authority’s 
plan of charging 10 per cent of the 
gross receipts to depreciation only pro- 
duced last year $82,000. Was that 
sound bookkeeping? 

TVA’s actual revenues in 1934 
were $862,000. The TVA “estimate” 
of the 1936 revenues is $6,210,000. 
Is this based on fact? 

Did the TVA revenue in 1935 come 
up to the official TVA estimate of $3,- 
021,000 for this period? 


HE TVA _ bought twenty-five 
cows and a bull as an object les- 
son to farmers for approximately 
$10,000. In the light of future events 
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is this considered to have been a good 
bargain? 

McCarl complains that the milk 
from this gilt edge herd was traded 
with a commercial dairy for milk con- 
taining only two thirds as much butter 
fat. Was this a brainy operation? 

Was any one ever fired for making 
~ this trade? 

Is it not true that McCarl com- 
plained of the methods used in making 
specified purchases of a total of about 
$2,000,000 ? 

Have the methods been corrected? 

Does the money you spend come 
out of the pocket of the general tax- 
payer? 

Does the TVA know that compe- 
tent engineers have stated that the 
nitrate plants at the Shoals have no 
value? 

If the Authority was familiar with 
these reports, has it a good reason for 
spending $140,000 more to get the 
same result? 

Does the TVA pay interest on the 
investment, or make a proper charge 
on the books for the interest charge 
which would accrue if a private utility 
company were concerned? 

Does the TVA pay regular state 
taxes, real estate taxes, automobile 
taxes, gasoline taxes, 3 per cent Fed- 
eral utility tax, or Federal income 
tax? 


oun J. Kirkpatrick of Holyoke, 
Mass., has charged that the cost of 


distributing electrical energy “to say 
nothing of the cost of generation and 
transmission” is more than the prices 
the TVA is offering to sell electricity 
for. Is this true? 

If Kirkpatrick’s charge is true, is 
it not apparent that the only source 
from which the TVA deficit can be 
repaired is from the rapidly shoaling 
pocket of the general taxpayer? 

Privately owned utility companies 
have built dams in the Tennessee val- 
ley for the production of electric pow- 
er. Such dams automatically serve 
the purpose of “flood control” just as 
do the TVA’s dams, present and to 
come. If the private companies could 
write off that part of their investment 
useful for flood control and be com- 
pensated for it by the general taxpay- 
ers, could they not sell their electric 
power at much lower rates? 

If TVA does not abide by the con- 
ditions which privately owned utilities 
are compelled to meet, then is the 
“yardstick” not a sham anda lie? 

The powerhouse at the Norris dam 
is charged not against the electricity 
production account but against the 
“water control” account. Is this a 
candid presentation of fact to the tax- 
payer? 

The electrical equipment at Norris 
is also charged to water control. 
Have you an explanation of this? 


ee Hard has stated that he 
has a letter from an official of a 


td 


“So far as the record shows in the public prints the Ten- 
nessee valley experiment was hung originally upon a hu- 


manitarian frame. 


The design was to redeem a great and 


magnificent area which had been injured by unwise exploi- 
tation and by unavoidable natural conditions.” 
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city in Alabama in which the writer 
says: “During the six months end- 
ed in December the city used more 
than $5,000 from its general fund to 
take care of the needs of the system.” 
The “system” is the purchase of 
cheap electricity from the TVA. The 
writer continues: “Cheap electricity 
is all right, but towns should not be 
forced into bankruptcy to supply it.” 
This was published months ago. 
Have you ever made a reply to it? 
Can you make a reply to it? 

The statute creating the TVA 
grants to the Authority the right to 
change the percentage of taxes to be 
paid by the TVA at will. No private 
utility has that right, of course. 
There would be an immediate and 
justified outcry if a private utility 
even suggested that it would like to 
have such a privilege. Is this right 
and fair from the “yardstick” stand- 
point? 

Months ago I suggested through 
the Pusiic UtrLities FortTNIGHTLY 
that in view of the fact that there is 
widespread fear that the TVA—being 
entirely human and being almost 
fanatically devoted to its task of 
demonstrating that the government 
can produce electricity more cheaply 
than private utility companies can— 
is cooking its accounts and misrepre- 
senting the facts, and that a nonpoliti- 
’ cal, impartial commission be set up to 
examine the situation. Is the TVA 
in favor of anything of this kind? 

Would it not play an honest and 


candid part by submitting to such ex- 
amination ? 


HE TVA act provides that the 

corporation shall maintain its 
principal office in the immediate vicin- 
ity of Muscle Shoals. In fact the 
headquarters establishment has been 
set up at Knoxville. Do you know 
how much money this unauthorized 
shift has cost the taxpayer? Or the 
general treasury, if you like that 
term? 

Was that change compelled by the 
necessities of operation? 

If it was so compelled, is there any- 
thing in the governing act empower- 
ing you to over-ride the provisions of 
that act, and set up headquarters 
where you please? 

If there was no such authorization 
set forth in the act, do you feel your- 
selves as free to disregard other pro- 
visions of law? 

Representative McLean has stated 
that the construction of the Wheeler 
and Pickwick dams was not specifical- 
ly authorized by law. Was this state- 
ment accurate ? 

This list of queries might be ex- 
tended. They might likewise be 
boiled down to a single question. Is 
the TVA really trying to carry out 
the expressed purposes of the act 
creating it, or is it conducting a 
Socialistic experiment on a scale never 
matched except in Russia? 

Answers to these questions would 
be appreciated. 





g¢ “As long as the Federal government can get money without limit, 


it will spend without limit.” 


—OrvaL W. Apams, 


Vice President, Utah State National Bank. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Morris LLEWELLYN COOKE 
Administrator, Rural 
Electrification Administration. 


Harry Gorpon SELFRIDGE 
U. S. founder of London’s biggest 
department store. 


FREDERICK Von NIEDA 
Mayor of Camden, N. J. 


ArtHuR E. Morcan 
Chairman, Tennessee Valley 
Authority. 


Dantet C. Roper 
Secretary of Commerce. 


Joun T. Frynn 
Economist and writer. 


HARPER SIBLEY 
President, Chamber of Commerce 
of the United States. 


Grorce W. MAXEY 
Justice of the Supreme Court 
of Pennsylvania. 


CLaupE L. Draper 
Member, Federal Power 
Commission. 


—MOonrTAIGNE 


“T cannot be a crusader and..a good Federal official 
at the same time.” 


> 


_ “When business men find an experiment does not work, 
they drop it immediately.” 


* 


“Electricity is the only commodity sold to the majority 
of the people at 18 to 20 times its cost.” 


* 


“The nation will be unable to long continue the 
present high rate of emergency expenditures.” 


* 


“A fetish has been made of the charge that the 
Roosevelt administration has undertaken a program 
wholly new and untried.” 


* 


“The United States government ‘hopes to bring, in 
the near future, light to 1,000,000 additional farms—only 
734,000 are now getting current.” 


* 


“If the American society is to have the benefit of 
continued progress in its utilities, they must not be 
turned over to political direction.” 


* 


“To transfer to the central government power to regu- 
late matters which are primarily for ‘home rule’ is to 
throw our entire mechanism of government out of bal- 
ance.” 


* 


“Those (Federal Power) Commissioners who did not 
come to their present Federal task from the atmosphere 
of the state commission came to us from that section 
of the Nation south of the Mason and Dixon line which, 
steeped in the traditions of the rights of the states, 
has never been known to tolerate without protest any 
encroachment upon them.” 
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A Gigantic Municipal Utility 
How New York city supplies water 
to 7,000,000 people 


By JAMES BLAINE WALKER 


NE of the most successful and 
() efficient municipally owned and 
municipally operated utilities 
in the country is the great water sup- 
ply system of New York city. Started 
in 1842 with the building of the old 
Croton aqueduct, it has expanded with 
the growth of the city until now it 
supplies water to a community of 
7,000,000 people. It has hundreds of 
miles of aqueducts and thousands of 
miles of mains. It has cost more than 
$500,000,000 and requires an expendi- 
ture of $28,000,000 a year for main- 
tenance and operation, including in- 
terest and sinking-fund charges on 
bonds of about $20,000,000 annually. 
For maintenance and operation alone 
the annual cost is about $8,300,000. 
The old Croton aqueduct supplied 
about 90,000,000 gallons of water a 
day; today the expanded system is 
supplying ten times as much or 941,- 
000,000 gallons daily. The Croton 
supply came from near-by watersheds 
in Westchester and Putnam counties. 
As the years went by the city had to 


go farther and farther north for 
water, until today it taps watersheds 
in the Catskill mountains more than 
150 miles away. Practically all of the 
supply flows by gravity into the city 
through three great aqueducts—the 
old Croton, the new Croton, and the 
Catskill. As it is estimated that an 
additional {supply will be needed by 
1940, the city is now preparing to tap 
the headwaters of the Delaware river 
and its tributaries in northern New 
York. When the plan was first ap- 
proved in 1929, the state of New 
Jersey, which has a large frontage 
on the Delaware river, brought an ac- 
tion in the Supreme Court of the 
United States to prevent the use of the 
Delaware waters by the city of New 
York. In 1931 the high court decided 
in favor of New York but limited its 
draft of the waters in question to 
440,000,000 gallons daily, instead of 
the 600,000,000 a day desired. The 
city is now completing its surveys and 
making plans for an early start on the 
Delaware project. 
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= of the New York public 
was recently focused on its 
waterworks system by the construc- 
tion of a huge by-pass of water mains 
in Fifth avenue to protect the Metro- 
politan Museum of Art, which fronts 
on that famous thoroughfare for near- 
-ly five city blocks between 80th and 
85th streets. The museum is known 
all over the world as the repository of 
priceless works of art and historically 
valuable relics. 

Yet for years, unknown to the pub- 
lic, this great museum has rested over 
a potential powder magazine, which 
might at any moment explode and 
ruin a part of its valuable contents. 
The potential explosive consists of six 
old, cast iron pipes, which carry part 
of the city’s water supply under high 
pressure from the receiving reservoir 
in Central Park to the distributing 
mains. Part of the old Croton supply 
system, these 48-inch pipes were laid 
in 1861 to 1864. They run directly 
beneath the museum for its entire 
length, and were placed long before 
the museum was built. During its 
construction they were either arched 
over or placed in galleries under the 
basement of the building, as a precau- 
tion against possible breakage and con- 
sequent upheaval of the foundations. 

So far there has been no break- 
age of the old pipes, but owing to 
their extreme age—seventy to seventy- 
five years—the trustees of the mu- 
seum have become increasingly sen- 
sitive to the peril, especially as they 
plan to build a new wing extend- 
ing northward from the present struc- 
ture to 85th street, which must also 
be built over the old pipes. To cov- 
er the pipes adequately would add 
materially to the construction cost 


of the proposed wing. So the trus- 
tees called the matter to the attention 
of the city government and asked that 
steps be taken to remove the danger. 
The city complied and set its engineers 
to work to devise a plan. They rec- 
ommended that the old pipes be by- 
passed with new mains to be laid in 
vacant ground north and south of the 
museum and under the west side of 
fifth avenue for the entire length of 
the building. 


HIS proposal was approved and 

the engineers prepared plans for 
the work. When it is completed the 
water flow will be diverted to the 
new mains, the old pipes will be dis- 
connected from the reservoir and left 
to disintegrate harmlessly in their 
beds. Thus a distinct menace to the 
museum will be removed. 

The contract for the construction 
of the by-pass was let to the Bronx 
Water Works Corporation, the low 
bidder, for $148,000. . The total cost, 
including engineering, transplanting 
of trees, etc., will be about $158,000. 
The work of excavating and most of 
the new pipe laying have been com- 
pleted, and the contractors are now 
putting on the finishing touches. 

To take care of the flow from the 
old 48-inch pipes the city provides 
for two huge steel mains, 72 inches 
in diameter. A man 6 feet tall can 
stand up inside them. The length of 
the by-pass is about 1,500 feet. The 
mains are in sections 30 feet long, and 
the shell is one-half inch thick. The 
longitudinal seams are electrically 
welded and the circular seams riveted. 
Each section is coated inside and out- 
side with bituminous enamel. They 
are built to last for generations. 
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This is one of the latest improve- 
ments in the New York city water- 
works, probably the greatest munic- 
ipally operated utility in the country. 
Its present magnitude has grown from 
small beginnings. 


| the days of the Revolution and 
for a half century after the old 
city of New York (now the borough 
of Manhattan) derived its water sup- 
ply from wells. The first man to lay 
water mains and to attempt to dis- 
tribute the supply was Aaron Burr, 
the man who killed Alexander Hamil- 
ton in a duel in what is now Wee- 
hawken, New Jersey. Burr and Ham- 
ilton, as every one knows, were politi- 
cal enemies, and as the story goes 
Burr wanted to start a bank in New 
York, but was opposed by Hamilton 
and his friends. In order to lull 
Hamilton’s suspicions Burr applied to 
the legislature for a charter to build 
a system of waterworks in New York 
city. 

The charter was granted by the 
legislature, and not till after its pass- 
age did Hamilton and his friends dis- 
cover that the charter for the water- 
works was so broad that it authorized 
Burr’s company to engage in other 
lines of business, among them bank- 
ing. Under that charter Burr not 
only started his waterworks, but he 
also founded a bank. His company 
was entitled the Manhattan Company, 
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and his bank was named Bank of the 
Manhattan Company, which still ex- 
ists. 

In 1800 the Manhattan Company 
sunk a well at Reade and Centre streets 
and pumped water therefrom to a 
reservoir in Chambers street, whence 
it distributed water through wooden 
mains to a portion of the community. 
At that time the population of New 
York was about 60,000. Burr’s com- 
pany supplied about 700,000 gallons 
of water a day to a restricted area. 


i thirty years later, namely in 
1830, the city of New York 
made its first move to provide a mu- 
nicipal water supply from outside 
sources. It had already built a reser- 
voir at Thirteenth street and Broad- 
way, which was supplied from wells. 
This source, however, was growing 
inadequate and precarious, so the city 
decided to tap the Croton river. Ac- 
cordingly the old Croton aqueduct was 
built and opened to the public in 1842. 
This aqueduct had a capacity of 90,- 
000,000 gallons a day, and it sup- 
plied the needs of the city for fifty 
years. The water was brought into 
the city in conduits and stored in two 
reservoirs—one at 42nd street and 
Fifth avenue and the other in Central 
Park, south of 86th street. The 42nd 
street reservoir was used until 1890, 
when it was abandoned. 

With the marvelous growth of the 


the old city of New York (now the borough of Manhattan) 


q “In the days of the Revolution and for a half century after 


derived its water supply from wells. The first man to lay 
water mains and to attempt to distribute the supply was 
Aaron Burr, the man who killed Alexander Hamilton in 
a duel in what is now Weehawken, New Jersey.” 
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city this supply became inadequate, 
and in 1883 a commission was formed 
to build a second aqueduct from the 
Croton watershed. This was com- 
pleted in 1893, but it was used as early 
as 1890 for a partial supply. When 
finished it was, capable of delivering 


_ 270,000,000 gallons of water daily. 


This was three times the amount sup- 
plied by the old Croton aqueduct. In 
fifty years the city had grown so 
rapidly that it needed three times the 
amount used in 1842. 

Meanwhile the city of New York 
had taken in additional territory to the 
north. The West Bronx was annexed 
in 1874 and the East Bronx in 1895. 
In the latter year the city obtained an 
additional water supply of 20,000,000 
gallons a day from the Bronx and 
Byram rivers, which was piped in 
through a line 15 miles long, leading 
from Kensico lake to the Williams- 
bridge reservoir in the Bronx. 


HEN came the formation of 

Greater New York. In 1898 the 
city annexed the city of Brooklyn and 
the county of Kings, the county of 
Queens, and the county of Richmond. 
These, with the East and West Bronx, 
were merged in one municipality 
divided into five boroughs, namely, 
Manhattan, Brooklyn, the Bronx, 
Queens, and Richmond. With these 
additions the city of New York as- 
sumed the responsibility of supplying 
water for each and all. The former 
city of Brooklyn had a municipal dis- 
tributing system, which obtained wa- 
ter from wells on the south side of 
Long Island, pumping it into the dis- 
tributing mains. Queens and Rich- 
mond and a portion of Brooklyn were 
supplied from local wells, which were 


mostly owned by private companies. 
After consolidation it became ap- 
parent that steps must be taken to 
augment the water supply for the en- 
larged city. In 1902 a commission of 
engineers was appointed to recom- 
mend further sources of supply. The 
commission reported in favor of the 
Esopus and Schoharie watersheds in 
the Catskill mountains, 150 miles 
from the city. In 1905 the board of 
water supply was created by the legis- 
lature and given powers necessary to 
bring the Catskill water to the city. 
That board planned and executed the 
great Catskill aqueduct and reservoir 
system. This monumental work was 
completed and turned over to the city 
for operation in 1917. The first sup- 
ply came from the Esopus watershed, 
the waters of which were impounded 
in the famous Ashokan reservoir. 
This reservoir is located in Ulster 
county, about 14 miles west of the city 
of Kingston. Its cost was about $20,- 
000,000. It covers an area of 8,180 
acres and has a capacity of 127,000,- 
000,000 to 130,000,000,000 gallons. 


r addition to the Esopus watershed 
the city also drew a supply from 
the Schoharie watershed, a part of the 
Catskill system. These waters were 
impounded in the Schoharie reservoir. 
This reservoir is about 5 miles long 
and one mile wide, and stretches from 
Gilboa to Prattsville. Its capacity is 
about 19,583,000,000 gallons. Its wa- 
ters are fed into the Ashokan reser- 
voir and thence through the Catskill 
aqueduct to the city, a distance of 155 
miles from the source of supply. The 
water was made available in 1924, but 
it was not completed until 1928, when: 
the works were turned over to the city.. 
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New York City Water Rates 


ee rates vary from $6 for a one-story 
building 16 feet wide to $21 for a one-story 
building 50 feet wide. For each 10 feet in excess of 
50 feet frontage $3 is added, and $1.50 for each story 
above the first. The primary rate is for one building 
occupied by one family, containing one bath and one 
toilet. For each additional bath an extra charge of 
$4.50 per annum is made and for additional toilets 


the charge is $1 extra.” 





Water from the Catskill system is 
delivered in the city by gravity and 
under pressure sufficient to reach all 
parts of all five boroughs, and need 
not be pumped except to small areas 
located on high ground. The Croton 
supply also comes in by gravity, but 
under much less pressure. For local- 
ities higher than 40 feet elevation it 
must be pumped. To minimize local 
pumping, which is expensive, a large 
part of the Croton supply is pumped 
into the Catskill system outside the 
city and then delivered by gravity. 

As of January 1, 1934, the city 
had invested in its water supply sys- 
tem a total of $501,600,000. Water 
bonds outstanding on the same date 
amounted to $371,451,000. The cost 
of operation and maintenance for the 
year 1933 was $8,500,000. In addi- 
tion interest and sinking-fund charges 
aggregated about $19,900,000 mak- 
ing the total cost of upkeep $28,- 
400,000. 

Beginning January 1, 1934, all wa- 
ter rates were increased 50 per cent, 
and the total cash receipts for that 
year were $33,553,000. It would 
therefore appear that the utility is 
more than carrying itself. 


HE population of the greater city 

in 1934 was about 7,000,000, and 
the municipal waterworks supplied all 
but about 650,000 people living in 
parts of the boroughs of Brooklyn 
and Queens, who are still served by 
private companies. The city works 
supply the fire department and other 
municipal agencies. 

While the consumption of water is 
enormous, it is not as great per capita 
as it is in some other cities. In 1933 
it averaged 941,000,000 gallons a day, 
including some 60,000,000 gallons 
supplied daily by the private compa- 
nies. This was about 130 gallons a 
day per capita. The latest accessible 
figures for other cities are for 1930, 
when the per capita consumption of 
water is given as 296 gallons a day 
in Chicago and 170 gallons for Phila- 
delphia. In the New York report the 
consumption figures include water 
which is lost through leaks in mains 
and fixtures and through reckless use 
by consumers. 

Besides supplying New York city 
the municipal system sells about 17,- 
000,000 gallons daily to outside com- 
munities along the aqueducts, which 
are by law given the right to tap the 
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city supply. This privilege is avail- 
able to communities in Ulster, Greene, 
Delaware, Schoharie, Sullivan, Or- 
ange, Putnam, and Westchester coun- 
ties At the end of 1933 the charges 
for this service were 75 cents per 
thousand cubic feet for Catskill, and 
50 cents for Croton water. In this 
way many cities and villages adjacent 
to the aqueducts augment their own 
supplies. Among the places so served 
is Sing Sing Prison in Ossining, which 
pays at the rate of 2} cents per hun- 
dred cubic feet. 


oe municipal water system is 
controlled and managed for the 
city by the department of water sup- 
ply, gas, and electricity, headed by a 
commissioner appointed by the mayor. 
The present incumbent is Hon. 
Maurice P. Davidson. As its name 


implies, the department has jurisdic- 
tion over gas, electric light, and power 
companies. The bureau of water sup- 
ply has exclusive control of the water 


business. This bureau is headed by 
a chief engineer. William W. Brush 
occupied that position until about a 
year ago, when he retired to go into 
private business. At present the 
bureau is in charge of Joseph Good- 
man, acting chief engineer. 

The bureau maintains a trained 
force of engineers and inspectors for 
the purpose of discovering and stop- 
ping leaks. This force traces the 
sources of water flows entering base- 
ments, electric conduits, subways, etc. 
The regular shop repair force handles 
leaks whose sources are readily as- 
certainable. 

The average leakage located and 
stopped yearly has been about 10,000,- 
000 gallons a day. In 1931 the special 


force stopped leakages of 26,000,000 
gallons a day in Manhattan and the 
Bronx, and the complaint force 
stopped an additional 14,000,000 gal- 
lons a day. In 1932 the former 
stopped leakages of 24,900,000 and 
the complaint force 8,600,000 gallons 
a day. The work has continued each 
year since, with similarly successful 
results. 


genaes more important is the 
work of the bureau in safeguard- 
ing the sources of the water supply 
and preventing contamination. The 
city controls strips of land 5 miles 
wide abutting all reservoirs, and the 
bureau’s inspectors patrol these mar- 
gins constantly to see that no polluted 
waters debauch into the reservoirs. 
Their vigilance even extends to the 
inspection and control of waste and 
sewage from communities in the wa- 
tersheds, to make sure that no seepage 
from such places gets into the reser- 
voirs, 

Daily tests are made of the quality 
of the water, both at the source and 
in the reservoirs and distribution 
mains. Samples are also constantly 
submitted to a city laboratory for bac- 
terial examination. Whenever the 
quality falls below the standard, puri- 
fication steps are taken. Periodically 
chlorine in small quantities is injected 
into the reservoirs. This kills any 
harmful germs and keeps the water 
safe for human consumption. Con- 
sumers have no need of filters. They 
can and do drink the water as it comes 
from the taps in their homes with 
perfect confidence as to its purity. 
The result of this constant watchful- 
ness has been a steady decrease in the 
number of cases of typhoid fever and 
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gallons a day in Manhattan and the Bronx, and the com- 


q “In 1931 the special force stopped leakages of 26,000,000 


plaint force stopped an additional 14,000,000 gallons a day. 
In 1932 the former stopped leakages of 24,900,000 and 
the complaint force 8,600,000 gallons a day. The work has 
continued each year since, with similarly successful results.” 


e 


other diseases caused by impure water. 

In addition to these precautions the 
water is aerated. After it leaves the 
reservoir it passes through a series of 
jets in fountains which expose it to 
the air. This “air washing” process 
expels all gases and frees the water of 
microscopic organisms, which, though 
harmless, may cause an unpleasant 
odor or taste. Such organisms also 


are destroyed by chlorine dosage, and 
treatment with copper sulphate. 


A* of the city water is soft, with 


the exception of that from old 
works in Richmond (Staten Island). 
The Catskill water is the softest and 
is very low in iron content. Croton 
water also is soft, but much less so 
than the Catskill product. Catskill 
water, on this account, is particularly 
suited for business and household 
purposes. We are told by the bureau 
that this soft water reduces the con- 
sumption of soap in laundries and also 
in silk-dying establishments. It also 
affects favorably the operation of 
-power houses, breweries, and photo- 
graphing plants. Another effect is 
that it eliminates to a great extent the 
formation of “scale” in boilers, there- 
by reducing the cost of steam produc- 
tion. 

Except water used by the city gov- 
ernment, the entire supply is sold to 
private consumers, business houses, 
factories, etc., either by meter rates or 


rates based on the frontage of the 
property served. By far the larger 
part of the revenue comes from 
frontage rates. As a rule the supply 
for business houses, etc., is metered, 
but the entire meterage is only 24 per 
cent of the water sold. The authori- 
ties are encouraging the use of meters, 
mainly because their use cuts down 
wastage. At the close of 1933 there 
were 581,784 accounts, of which 427,- 
311 were for frontage and 154,473 
for meter rates. 

Frontage rates vary from $6 for a 
one-story building 16 feet wide to $21 
for a one-story building 50 feet wide. 
For each 10 feet in excess of 50 feet 
frontage $3 is added, and $1.50 for 
each story above the first. The pri- 
mary rate is for one building occupied 
by one family, containing one bath 
and one toilet. For each additional 
bath an extra charge of $4.50 per an- 
num is made and for additional toilets 
the charge is $1 extra. 


HE commissioner of the depart- 

ment has authority to cause 
meters to be installed in business 
premises only, but the owner of non- 
business property has the right to ap- 
ply for a meter. Meter rates are 15 
cents per hundred cubic feet. The 
frontage rates and miscellaneous rates 
remained unchanged from 1851 to the 
end of 1933 when with the new year, 
1934, all rates were increased a flat 50 
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per cent. The department has recently 
recommended a reduction of 16% per 
cent in both frontage and meter rates. 

With the present sources of supply 
the city, making allowance for the an- 
nual increase in consumption, can get 
along comfortably until 1940, when 
additional supplies will be necessary. 
Looking forward to that time the city 
is already moving to acquire rights to 
the use of water from the Upper 
Rondout creek and from tributaries 
of the Delaware river. This work, 
planned to be done in two or three 
stages, will require about eight years 
to complete. In order to insure an 
adequate supply up to the time when 
Delaware river water will become 
available, the bureau plans to build a 
pumping plant on the Rondout to 
pump water from that creek into the 
Catskill aqueduct. It also proposes 
to sink additional artesian wells in 
Long Island and in the borough of 
Richmond. 


Work on the Delaware system 
would have been started already had 
it not been for litigation. The plan 
was proposed by the board of water 
supply in 1927, and approved by the 
water-power and control commission 
in 1929. Then the state of New Jer- 
sey brought an action in the Supreme 
Court of the United States, to restrain 
the city of New York from using any 
of the waters from tributaries of the 
Delaware river. In May, 1931, this ac- 
tion was decided in favor of the city 
of New York, with the limitation that 
for the present the city’s draught on 
Delaware waters shall not exceed 
440,000,000 gallons a day, instead of 
600,000,000 as at first planned. As 
the Upper Rondout watershed will 
yield about 100,000,000 gallons daily, 
the combined yield from the two 
sources will be about 540,000,000 gal- 
lons, which will satisfy Father Knick- 
erbocker’s thirst for some years to 





A Two-way Dial on a Capital Exchange 


Share service in the city of Washington, D. C., is at present 
divided about evenly between dial service in the downtown sections 
and manual operation in the residential sections. When dialing in the 
Capital city, only the first two letters of the exchange name are used. 
Thus, National 1010 would be dialed NA 1010. This caused some con- 
fusion in the case of one of the Washington exchanges which has the 
name Georgia. Although GE was the proper way to dial the Georgia 
exchange, a very great number of the Capital citizens insisted on 
dialing GA, which is the official post office abbreviation for Georgia. 
The problem became so aggravating that the company was obliged to 
install a “strap” (whatever that is), tying together both the GE and 
GA combinations. Now you can dial Georgia either way and get the 
same results. 
—Tue Wasuincton Datry News. 
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Heavy Utility Financing 


TILITY refunding operations recent- 

ly reached a “peak” presumably 
due to the approach of the December Ist 
registration “deadline.” New issues in- 
cluded the following: 

November 25th, $25,000,000 New 
York and Queens Electric Light and 
Power Company lst and consolidated 
34s due 1965, at 102; syndicate headed 
by Morgan Stanley & Co., Inc. 


November 21st, $30,000,000 Kansas 
Power & Light Co. Ist 44s due 1965, at 
103 ; syndicate headed by The First Bos- 
ton Corporation. 

November 21st, $43,963,000 Ohio 
Edison Co. 1st and consolidated 4s due 
1965, at 1004 ; syndicate headed by Mor- 
gan Stanley & Co., Inc. 

November 14th, $15,600,000 Cen- 
tral Maine Power Co. Ist and general 
4s due 1960, at 99; syndicate headed by 
The First Boston Corporation. 

November 19th, $40,000,000 Los 
Angeles Gas & Electric Corp. lst and 
general 4s due 1970, at 102; underwrit- 
ing group headed by Blyth & Co., Inc. 

November 21st, $5,000,000 Iowa 
Southern Utilities Co. (Delaware) Ist 
and refunding 54s due 1950, at 99; syn- 
dicate headed by W. C. Langley & Co. 

November 22nd, $10,379,000 Public 
Service Co. of New Hampshire 1st 34s 
due 1960, at 1013; syndicate headed by 
Halsey, Stuart & Co., Inc. 

November 19th, 2,450,000 Canadian 
Utilities Ltd. Ist 5s due 1955, at 933; 


and 
Comment 


By OWEN ELY 


syndicate headed by E. H. Rollins & 
Sons, Inc. 


November 20th, $5,000,000 California 
Water & Telephone Co. Ist 5s due 1965, 
at 101; syndicate headed by Blyth & 
Co., Inc. 

Morgan Stanley & Co. continue to use 
the old-style descriptive newspaper ad- 
vertisement in their offerings, but other 
syndicate heads have not followed suit 
as yet. 

Edison Electric Illuminating Co. of 
Boston on November 15th filed a regis- 
tration for 89,146 shares of capital stock 
(together with warrants). 


ET proceeds from sale of the stock 
will be used, together with cur- 
rent funds to retire $16,000,000 5 per 
cent notes due next April. The new 
shares will be offered to stockholders at 
the ratio of one for six held (full shares 
only being accepted). Subscription re- 
ceipts will bear interest at 3 per cent and 
be negotiable only if requested. The 
price of the new stock will be $140 pay- 
able in two instalments (the first being 
an early date in 1936 to be determined 
and the second to be April 10th). Since 
Edison Electric is currently selling at 
169, the new offering should be readily 
taken up; any unsubscribed shares are 
to be offered at public auction by R. L. 
Day & Co. of Boston to conform with 
the order of the Massachusetts Depart- 
ment of Public Utilities. 

The $16,000,000 Southwestern Gas & 
Electric Co. 1st 4s due 1960 and $4,500,- 
000 debenture 4s due 1936-45 were 
scheduled to be offered November 20th 
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by a syndicate headed by Brown, Harri- 
man & Co., Inc., but legal difficulties in 
connection with the Halsey Stuart peti- 
tion (mentioned in our last issue) pre- 
vented completion of registration 
amendments. 

American District Telegraph has 
called 20,000 shares of preferred stock 
(chosen by lot) for redemption at 110 
January 15th. The stock is convertible 
share for share into the common. The 
preferred stock is currently quoted 
about 114-1164 and the common 105- 
1094; the preferred dividend is $7 and 
the common $4. 


s a result of political agitation for 
A competitive bidding in the offering 
of public utility securities, Massachu- 
setts and some other states have enacted 
laws compelling this method of sale. 
The system has not proved particularly 
successful, since it is apt to result in 
overpricing of new issues to investors, 
with possibilities of adverse market ac- 
tion. A majority of underwriting hous- 
es feel that the disadvantages of such a 
system far outweigh any advantages. 

Ramifications of the Securities Act 
of 1933 and the Public Utility Act of 
1935 may soon operate to place a 
damper on utility financing. While the 
so-called death sentence for noninte- 
grated utility systems is not effective 
until January 1, 1938, there is some 
apprehension that the commission might 
act after December Ist to prevent issu- 
ance of securities which would have to 
be eliminated after 1937 if holding com- 
panies are to be simplified. According 
to the New York Journal of Commerce: 

The commission, it is understood, feels 

that holding companies should not normally 
issue no par stock, preferred stock, or un- 
secured debentures, but this comes under 
the utility holding act, held invalid by the 
ag eg Federal court, and not the Securi- 
ties Act. 


A by-product of the large refunding 
program of recent months has been the 
great improvement in second-grade util- 
ity bond prices. As The Wall Street 
Journal remarks : 


The refunding movement has attained 
tremendous proportions this year and inves- 


tors have seen their incomes cut sharply as 
a result, that is, on the basis of accepting 
the new lower rate bonds in place of called 
issues. Rather than do this, many have 
turned to lower grade issues in order to get 
a higher income and this has provided an 
important price cushion. Individuals, some 
dealers say, are taking practically none of 
the so-called “creamy” issues reaching the 
market. 


ia 
Corporation News 


T is estimated that the new gas rates 
filed November 15th by the Brooklyn 
Union Gas Co. will reduce the compa- 
ny’s income $930,000 a year, which it is 
hoped will be more than offset by a rise 
in the volume of sales. The new rates, 
described as temporary and experimen- 
tal, are designed to promote use of gas 
for house heating, air conditioning, etc. 
The 5 per cent reduction in rates or- 
dered by the public service commission 
in March, 1934, is still in litigation. 

North American Co. has withdrawn 
its SEC registration statement in con- 
nection with the proposed sale of its 
stock interest in Washington Railway & 
Electric Co. President Fogarty stated 
that postponement was due to rate un- 
certainties in Washington, D. C., where 
the utilities commission has set forward 
the date for the annual rate hearing. 
Market students had appraised the pro- 
posed offering of the subsidiary stock 
(at $30 each after a split-up of the 
shares 25 for 1) as attractive, and some 
curiosity had been expressed as to why 
North American should seek to divest 
itself of such a profitable subsidiary. 
Presumably the move was due to a stat- 
ute passed some years ago intended to 
prevent holding companies outside the 
district from owning 10 per cent or 
more of stock in a company operating 
within the district. 

American General Corporation, the 
new company representing consolidation 
of eight companies in the United 
Founders group, plans to make its pre- 
ferred stock convertible. 

Edward Hopkinson, Jr. (Drexel & 
Co.), and Alfred L. Loomis have re- 
signed as directors of United Corpora- 
tion. 
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Shenandoah Corp., subsidiary of 
Atlas Corp., has announced sale of the 
bulk of its holdings of common stock in 
Blue Ridge Corp. to a syndicate headed 
by American Power & Light Corp., 
Electric Shareholders Corp., Chicago 
Corporation, Selected Industries, Inc., 
and Tri-Continental Corp. As a result 
the Atlas group’s holdings of Central 
States Electric Corp. will be reduced to 
less than 10 per cent. 

Pacific Gas & Electric is now headed 
by James H. Black as successor to A. F. 
Hockenbeamer whose death occurred 
recently. Mr. Black was formerly vice 
president of North American Co. 

Consolidated Gas Co., as a further 
step in its merger program, has peti- 
tioned the public service commission for 
consent to merge with itself Astoria 
Light, Heat & Power Co., New York & 
Queens Gas Co., Central Union Gas 
Co., and Northern Union Gas Co. 

U. G. I. has disposed of its interest 
in Consolidated Gas of Baltimore (less 
than 3 per cent). 


a of the Insull electric 
and gas companies in Chicago has 
been segregated, James Simpson (chair- 
man of the three Insull operating com- 
panies) resigning as Peoples Gas chair- 


man. He is succeeded by Vice Chair- 
man Ranney, who resigned his position 
with the electric company. Samuel In- 
sull, Jr., also severed his connection with 
the gas company, continuing with the 
electric company. Changes in the direc- 
torates have been deferred. The deci- 
sion to separate the managements in 
Chicago is ascribed to competitive con- 
ditions and the desire to stimulate the 
gas business. 

United Founders plans to distribute 
to its own stockholders 790,000 shares 
of U. S. Electric Power Corp. common 
stock bought in at auction recently. 

Associated Gas, following the ex- 
ample of the Byllesby and Cities Service 
Systems, is unifying its service compa- 
nies and selling the combined company’s 
stock pro rata (without profit) to op- 
erating companies, thus “mutualizing” 
service operations. 


Pacific Public Service Co. is changing 
from a Delaware to a California corpo- 
ration to avoid extra taxation and re- 
move the company from possible utility 
act supervision. 


* 


Commonwealth Southern 


Sees Consumers Hurt 
by Utilities Act 


( Seoewees & Southern Corpo- 
ration, in bringing suit in the dis- 
trict court in Delaware to enjoin Federal 
officials from enforcing the Utility Act, 
has emphasized some new angles. It con- 
tends that the business of each of the 11 
operating companies is essentially local 
in character and that the parent compa- 
ny’s business of collecting and disburs- 
ing the net income of these companies is 
also purely local in character and es- 
sentially of an investment nature. It 
is stated that enforcement of the act 
would substitute Federal for private 
management—regardless of whether the 
companies are engaged in intrastate or 
interstate business, or whether dismem- 
berment of the system may prove bene- 
ficial to consumers and investors. Pres- 
ident Willkie in a circular letter to stock- 
holders calls attention to the fact that 
the law would give the SEC full power 
to redistribute voting rights, decide what 
properties could be owned, sold, or ac- 
quired, what dividends could be paid, 
etc. 
* 


A. T. & T. Contests New 


Accounting Rules on Costs 


MERICAN Telephone and Telegraph 
Company and twenty-eight of its 
affiliates have begun suit to enjoin the 
Federal Communications Commission 
from enforcing its order, effective Jan- 
uary Ist, which would require all of 
these companies to substitute in their 
property accounts (in place of cost to 
them of acquired properties) the cost 
to former owners as of “the date of first 
dedication to public use.” 
The company in its appeal states that 
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it has been keeping its accounts in ac- 
cordance with the rules of the Inter- 
state Commerce Commission either at 
actual cost, on a merger of book ac- 
counts, or at current cost now, in ac- 
cordance with rules of that commission 
from January 1, 1913, to July 9, 1934. 

The new commission’s order seems 
entirely arbitrary and contrary to ap- 
proved policies of accounting. “Dedica- 
tion to public use” is a highly indefinite 
gauge by which to reconstruct the ac- 
counts, especially as it is doubtful 
whether figures are available in many 
cases. The question of handling addi- 
tions and improvements made by pred- 
ecessor or present companies will raise 
multitudinous problems. 

The government in the past has at- 
tempted to determine the “original cost” 
and “fair value” of all railroad proper- 
ties, for use in determining rates. Up 
to 1932 this work had cost about $187,- 
000,000 and was still incomplete after 
eighteen years, according to Standard 
Statistics. Thus far it has been of lit- 


tle practical value in rate making. 


Another instance of the present gov- 
ernmental policy is the F.C.C.’s denial 
to fifteen officials of the Mackay (Postal 
Telegraph) System of permission to 
serve aS executives in more than one 
company. The principal company is 
now in bankruptcy and it would appear 
that pending reorganization there would 
be little to be gained or lost by changing 
the directorates. Nevertheless, the com- 
mission held that applicants had not 
made satisfactory showing that neither 
public nor private interest would be ad- 
versely affected. 


* 


SEC Issues Rules Regarding 
Holding Company 


Investments 


HE SEC on November 24th issued 

detailed rules defining the types of 
securities suitable for investment of 
current funds of registered holding 
companies and their subsidiaries, with a 
view to conserving investors’ equities. 
This is one of the first examples of the 


new “paternal management.” Pur- 
chases must be confined to actively 
traded securities generally considered 
suitable for short-term investment, com- 
mercial paper, notes of “50 per cent sub- 
sidiaries” maturing in nine months, its 
own securities or those of its 50 per 
cent subsidiaries, or obligations of in- 
dustrial or other enterprises in the ter- 
ritory served. 

The rules also granted exemptions to 
many nonutility subsidiaries of holding 
companies as well as to certain banks, 
security dealers, and others, with respect 
to their status as holding companies un- 
der the act. 

* 


Refunding Operations May 
Effect Important Tax 
Savings in 1935 


CCORDING to an article by Arundel 
Cotter published in The Wall 
Street Journal, utility companies which 
have carried out refunding operations 
this year will make important tax sav- 
ings next year, and some of them may 
have no Federal income taxes at all to 
pay. However, after 1935 income taxes 
may be somewhat larger relatively than 
in 1934, based on larger net income due 
to interest savings. 

The saving in taxes in 1935 will result 
from charging to 1934 income all 
premiums paid on bonds refunded, as 
well as any unamortized balance of dis- 
count and expense on them. For ex- 
ample, Duquesne Light, according to 
Mr. Cotter’s estimate, can charge off 
premiums amounting to about $3,100,- 
000 and unauthorized discount and ex- 
penses amounting to some $5,144,000, 
and the tax on the aggregate amount of 
corresponding net income would be 
about $1,290,000. Since the company 
last year paid only $1,048,200, it seems 
unlikely that any tax payment will be 
required unless net income increases 
sharply in 1935. 

The practice of making the entire 
charge against net income in the year in 
which the refunding is effected is based 
upon a ruling of the Internal Revenue 
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Department, sustained by two circuit 
court decisions early in 1935. The U. 
S. Supreme Court has upheld the gov- 
ernment in its claim that purchase of 
bonds below issued cost constitutes ad- 
ditional income for the year, and this 
seems consistent with deduction of an 
entire Joss. Henry Horne, chairman of 
the public utility committee of the New 
York State Society of Certified Public 
Accountants, is quoted as follows: 


In my opinion an accountant has no choice 
but to advise his corporate clients who have 
refinanced to charge to the year’s income 
premiums and unamortized discount and 
expense of issues redeemed. If these costs 
are not so charged there is a distinct dan- 
ger that the corporation will not be able 
to make any claims for annual deductions 
in the future. 


N theory it would doubtless be better 

to spread these large charges over 
the life of the refunding bond issue, and 
some corporations have indicated in 
their registration statements that in their 
annual reports to stockholders the re- 
funding costs will be amortized. This 


of course will result in further differ- 
ence between reports to stockholders and 
reports to the Internal Revenue Bureau. 

So far as stockholders are concerned, 
it is desirable that annual reports for 
the years 1935-6 shall be explicit (by 
footnotes or textual explanation) as to 
the accounting method employed. It is 
obvious that if the same procedure is 
followed for stockholders’ reports as in 
the report to the government, many of 
the refunding companies would report 
little or no net income for 1935, while 
their 1936 income would be increased 
by the tax saving, thus making compari- 
sons between the two years wholly out 
Some of the more important 
companies whose net earnings figures 
might thus prove erratic are the follow- 
ing: 

Commonwealth Edison 

Public Service of Northern Illinois 

— Power (Commonwealth South- 

ern 

Detroit Edison 

Edison Electric Illuminating of Boston 

Cleveland Electric Illuminating 


Pacific Gas 
Southern California Edison 


The Municipal Issue 


g pe have been no striking devel- 
opments in the past fortnight re- 
garding the important issue of municipal 
v. private utility ownership and opera- 
tion. It now appears likely that some 
time will elapse before a clear-cut case 
can reach the Supreme Court. The 
Hominy (Oklahoma) Case was re- 
manded from the circuit court of ap- 
peals back to the district court. The 
District of Columbia Supreme Court 
has issued temporary restraining orders 
against PWA loans and grants totaling 
$155,000 to Glenwood and Janesdale, 
Minnesota, and $197,000 to Delta, Colo- 
rado, but refused to enjoin Ocean City 
authorities from proceeding with plans 
for a municipal plant. There are said 
to be about a dozen such cases on file 
in the District Supreme Court. 

Echoes of the statistical “battle” be- 
tween government authorities and pro- 
ponents of private utilities, as to wheth- 
er municipal rates average lower than 
private or vice versa, continue to be 
heard. Leland Olds, executive secre- 
tary of the Power Authority of the State 
of New York, has discussed the matter 
in the current issue of Harper's Maga- 
zine under the title “Yardsticks and 
Birch Rods.” Commenting on this arti- 
cle the Journal of Commerce states 
editorially : 

Propagandists for municipal ownership 
usually rely upon selected or hand-picked 
rates for purpose of comparison, alleging 
that averages are always misleading. But 
in the analysis from which the foregoing 
facts are drawn, averages are a pretty re- 
liable comparison of like with like and cover 
the whole territory. It is worth noting that 
80 per cent of the PWA subsidies for mu- 
nicipal plants go to cities of less than 10,- 
000 population and 50 per cent to cities with 
less than 5,000, and it is in these classes that 
municipal plants make the poorer showing. 
Quite certain it is that, by and large, coun- 
try-wide municipal rates for electric service 
are higher than rates charged by private 
companies, and by no juggling of statistics 
can that fact be obscured. 


Thomas F. Woodlock, in The Wall 
Street Journal of November 6th, refers 


to a scientific and detailed comparison of 
municipal and private rates prepared al- 
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most a year ago by Dr. Warren M. Per- 
sons. Without going into these statis- 
tics in detail, the net conclusion appears 
to be that, on the basis of median aver- 
ages (less favorable than arithmetical), 
the average small private plant consum- 
er enjoys a differential in rates of at 
least 14 cents per kilowatt hour over the 
municipal plant consumer after adjust- 
ment for taxes paid by private plants. 


> 


Large Utility Systems Decide 
Not to Register December 1st 


Ts decision of U. G. I. and Con- 
solidated Gas of New York not to 
register December Ist appears to repre- 
sent the policy of the majority of im- 
portant holding companies. In a last- 
minute effort to stimulate registration, 
the SEC has further broadened the reg- 
istration clause regarding constitutional 
rights, but apparently without result. 
As the New York Times states: 


It was felt that the SEC may be exceed- 
ing its powers under the act . . . Nul- 
lification of an act by an agency charged 
with its performance was deemed ultra vires 
by competent observers here. 


It has been established by the Su- 
preme Court that where a party has 
benefited by a law he cannot later claim 
its unconstitutionality as a defense. 
While it can hardly be said that utilities 
would “benefit” by December Ist regis- 
tration, nevertheless it is thought that 
the same principle may apply. 

It now appears likely that the courts 
—and more particularly those of the 
District of Columbia—will be congested 
with appeals, directed either by security 
holders against the managements of 
their own company, or against the SEC 
and United States attorneys. Mean- 
while Attorney General Cummings has 
advised all district attorneys to refrain 
from threatening criminal proceedings 
under the act, this step being taken “to 
dispose of any restraining order which 
may be sought against you.” Mr. Cum- 
mings has stated that it was proposed 
to institute civil proceedings against one 


or more of the large companies, which 
will involve the legal situation. 


ss Judge Coleman’s deci- 
sion at Baltimore has been car- 
ried to the circuit court of appeals—the 
government having apparently been un- 
willing to permit direct appeal to the 
Supreme Court—and argument will be 
heard in January at Charlotte, N. C. 
It is admitted by some private legal ex- 
perts that the decision is thus far bind- 
ing only on the two parties involved. 

Another district court decision may 
shortly be registered in Delaware in a 
suit brought by the trustees of the Cen- 
tral West Public Service Corporation, 
a case similar to the Baltimore Case. 

U. G. L., oldest utility holding compa- 
ny, has sought an injunction against 
various Federal officials (including the 
Postmaster General) in a Pennsylvania 
Federal court. The bill of complaint 
was based on Article I and on the Fifth, 
Eighth, and Tenth Amendments (relat- 
ing to definition of interstate commerce, 
use of the mails, “due process of law,” 
excessive fines and penalties, denying 
civil rights, etc.). 

A few large companies and a number 
of smaller ones have filed applications 
with the commission for exemption un- ' 
der the act. Among the more important 
is that of Pacific Lighting Corporation 
and its subsidiaries, which on the basis 
of the preliminary hearings seems likely 
to be granted. Peoples Gas and Com- 
monwealth Edison also plan to apply for 
exemption. 


¥ 


Reorganizations 


LANS for reorganizing the Postal 

Telegraph & Cable Corp. now seem 
likely to be delayed indefinitely, accord- 
ing to Robert Lehman, chairman of the 
committee representing about two fifths 
of the bond and debenture holders. 

The reorganization plan of Southern 
Natural Gas Corporation, dated April 
15, 1935, has been declared operative. 

Progress is reported toward reorgani- 
zation of Chicago Surface Lines. 
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The Holding Company Bill and 
the Right of Petition 


O«: of the baneful features of the 
controversy raging around public 
utilities, particularly the Holding Com- 
pany Act, is the misinformation being 
handed out to an unsuspecting public. 
Statements emanating from responsible 
utility executives and from government 
officials assigned to administer the new 
Federal law may be accepted as author- 
itatively representing the respective 
views of the opposing groups. Unfor- 
tunately, however, much greater circu- 
lation is often given to less reliable ob- 
servations and interpretations by well- 
known commentators and others who 
are expected to know their subject but 
who occasionally go “hay-wire.” 

It is no wonder that John Q. Public 
is sadly misled when such popular writ- 
ers as David Lawrence and such rep- 
resentative public-spirited citizens as 
Dr. Hugh S. Magill, president of the 
American Federation of Investors, mis- 
construe a comparatively simple section 
of the statute and their views are pub- 
lished throughout the country. This is 
not to suggest that these gentlemen are 
usually wrong, but it happens that both 
have recently hit upon the same point 
and as a result thousands of newspaper 
readers may, as would Casper Milque- 
toast under less pressure, be afraid to 
address their Congressman on any sub- 
ject relating to a public utility. 

Said Mr. Lawrence on one recent oc- 
casion : 


New rules just set forth by the Securities 


and Exchange Commission made it 
a part of the registration statement of all 
utility companies that they must not only 
make a list of all persons who come to 
Washington to appear before government 
agencies and Congress, too, but must dis- 
close in their reports the subject matter and 
exact nature of their activities. It is to be 


noted that, unless a utility company complies 
with these rules, it is not considered to be 
registered properly, and, unless it is regis- 
tered, it incurs all the penalties of the law, 
including (prohibition of) the right to use 
the mails. 


5b only comment to be made re- 
garding the foregoing is simply 
that it is not true. The registration 
statement prescribed by the SEC for 
utility holding companies contains noth- 
ing whatever concerning such a list of 
persons. (See SEC Rule 5A-1 and 
Form U-1, as adopted October 7, 1935.) 

Mr. Lawrence said in the same 
article: 


To put it another way, a license has to be 
taken out with the permission of the SEC 
giving the employees of a utility company 
the privilege of talking to a Representative 
or Senator or any other government offi- 
cial about the relations between that com- 
pany or industry and the government. 


In a subsequent article Mr. Lawrence 


produced the following pointed para- 
graphs: 

In order to have the privilege of com- 
municating with a member of Congress in 
the particular industry affected by the new 
law the individual must obtain permission 
virtually in the form of a license. 

All persons not possessing such a license 
may be prosecuted if they attempt to pre- 
sent any matter affecting their companies, 
including the economic future of a company 
on which they depend for livelihood. 

Anybody who has not been listed as li- 
censed to talk to or write a Congressman, 
therefore, becomes liable to a fine or im- 
prisonment if he is convicted of carrying on 
any communication affecting the industry 
in which he is engaged or the particular 
oe on whose payroll he happens to 


For under the new law, it is unlawful to 
sit in one’s office or home and write a letter 
to a Representative or Senator if one hap- 
pens to be employed in the public utility 


824 





WHAT OTHERS THINK 














The Bismarck Tribune 








A LONG HARD WINTER SETTING IN 


saan and not on the qualified or licensed 
ist. 


ope comes Dr. Magill in a public 
statement quoting a part of § 


12(i)—but only a part—with his own 
comment preceding and following, as 
follows : 


Under the express provisions of this util- 
ity act it is an offense punishable by fine and 
imprisonment (here comes the quotation re- 
garding persons representing a utility) un- 
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less such person shall have secured permis- 
sion from the commission so to do by 
complying with certain rules which the 
commission may lay down. 


Now let us see exactly what § 12(i) 


says—all of it: 


It shall be unlawful for any person em- 
ployed or retained by any registered holding 
company, or any subsidiary company there- 
of, to present, advocate, or oppose any mat- 
ter affecting any registered holding com- 
pany or any subsidiary company thereof, 





PUBLIC UTILITIES FORTNIGHTLY 


before the Congress or any member or 
committee thereof, or before the commis- 
sion or Federal Power Commission, or an 
member, officer, or employee of either iam 
commission, unless such person shall file 
with the commission in such form and de- 
tail and at such time as the commission shall 
by rules and regulations or order prescribe 
as necessary or appropriate in the public 
interest or for the protection of investors or 
consumers, a statement of the subject mat- 
ter in respect of which such person is re- 
tained or employed, the nature and charac- 
ter of such retainer or employment, and the 
amount of compensation received or to be 
received by such person, directly or in- 
directly, in connection therewith. It shall 
be the duty of every such person so em- 
ployed or retained to file with the commis- 
sion within ten days after the close of each 
calendar month during such retainer or em- 
ployment, in such form and detail as the 
commission shall by rules and regulations 
or order prescribe as necessary or appro- 
priate in the public interest or for the pro- 
tection of investors or consumers, a state- 
ment of the expenses incurred and the com- 
pensation received by such person during 
such month in connection with such retainer 
or employment. 


OTHING there about securing “per- 
mission” from the commission. 
Note that it applies to “any person em- 
ployed or retained to present, 
advocate, or oppose any matter . . .” 
It is a thoroughly established rule of 
legal construction that the language of a 
penal statute shall be strictly construed 
and that any doubt shall be resolved 
in favor of the accused. 

Beyond peradventure, any court in 
the land would construe § 12(i) to ap- 
ply only to a person engaged by a regis- 
tered holding company, or subsidiary, 
for the specific purpose of appearing in 
connection with a holding company mat- 
ter. It is obviously intended to require 
a record of persons who might be 
termed “lobbyists,” although it goes 
several steps beyond that by including 


such unquestionably proper activities as 
those of an attorney retained to present 
a case in an ordinary manner before an 
administrative commission. It clearly 
does not apply to the president, or the 
office boy, of a utility or holding com- 
pany who chooses on his own initiative 
to discuss, for instance, with a member 
of Congress some public utility subject. 

Tentative rules under consideration 
by the SEC but not yet promulgated 
further emphasize this. They provide 
that “any person employed or retained 

to present, advocate, or oppose 
any matter .”’ shall file a certain 
statement for each month during which 
the presenting, advocating, or opposing 
is done—and “statements must be re- 
ceived by the commission on or before 
the 10th day of the month following that 
which they cover.” (italics supplied.) 

Such a rule can hardly be construed 
as requiring advance notice of an inten- 
tion to present, advocate, or oppose a 
utility matter in Washington. Conceiv- 
ably, under the language of the section 
requiring the filing of a statement “at 
such time” as the commission may pre- 
scribe, advance notice might be required, 
but the tentative rules dispel any such 
idea. 

There are enough bad (and probably 
unconstitutional) features of the Hold- 
ing Company Act to make unnecessary 
the creation of bogies which do not 
exist. 

—Georce E, Doyinc, 
Washington, D. C. 
Davin LAWRENCE, syndicated daily newspaper 
column, October 18, 1935. 


EprtrortaL, David Lawrence, United States 
News, October 21, 1935. 


Press ReveaAse, Dr. Hugh S. Magill, Wash- 
ington, D. C., November 19, 1935. 





Uncle Sam—Municipal Settlement Worker 


HE “Washington Observers”— 
those grand old anonymities who 
function as fall guys for dope stories 
and.thin. air observations that hard- 


pressed writers dare not sign their own 
name to—all seemed to have been much 
disedified by the spectacle of all the big- 
town mayors assembling recently in 
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Washington for the chief purpose appar- 
ently of panhandling more relief money 
from the Federal government. Instead 
of asserting that the municipalities of 
America are now prepared to assume at 
least some of the burden of local relief 
being carried on by the Federal treasury, 
the mayors, “clear-eyed and  un- 
ashamed,” rent the air with wails of 
‘ what terrible things will happen if 
Uncle Sam should snap shut his pocket- 
book. Some strongly suggested that if 
he were a real good conscientious uncle 
he might open even wider the. purse 
strings to his multifarious municipal 
nephews. 

This may shock the sensibilities of the 
conservatives and move the tax-ridden 
to cry out that the Federal treasury has 
no mysterious source of revenue, but it 
doesn’t surprise the hard-bitten Wash- 
ington Observers. They write back to 
their newspapers bright sayings about 
how hard it is to pry the calf away from 
the teat until the cow is dry and similar 
maxims ; but few of the old timers ever 
expect either to pry the calf away or to 
have the cow run dry. True, the Fed- 
eral treasury has to raise its revenues 
from the same sources as the cities, 
states, and counties, 7. e., the hides 
of the taxpayers. But Federal subsidy 
once started never really ceases. What 
happens is that little by little we abandon 
hope or effort to make the subsidized 
stand on their own feet; we become ad- 
justed to the Federal teat being drawn 
rather than the city, county, or local 
source of supply and we simply read- 
just our tax policies accordingly. We 
all pay just as much but to a different 
collector. 


ORE important, however, is the fact 

that in the process of changing 
from local independence to Federal sub- 
sidy, a vital change is likely to come 
over our cities. Few of us give away 
anything even for sweet charity’s sake, 
without some kinds of strings. Being 
in a position to dictate to the recipient, 
the philanthropist more often than not 
exercises his privilege of telling the ben- 
eficiary what to do and what not to do 


to continue to enjoy the benefits. 
Sometimes these conditions may seem 
for the beneficiary’s own good. For 
example, when we insist that the object 
of our charity spend the money on food 
and clothing instead of highballs, race 
horses, or marcel waves. It is the same 
with governmental subsidy. Uncle Sam 
may be a big-hearted old fellow (with 
the taxpayers’ money) but he has ac- 
quired quite a habit of handing out 
much advice and many conditions with 
all of his loans and grants. 

Writing in the Yale Review on Fed- 
eral aid for the city, President Harold 
W. Dodds of Princeton surveys this 
situation, which is apprehensively re- 
garded by those who hold to our funda- 
mental concepts of government. Dr. 
Dodds believes that every Federal hand- 
out carries with it “legal and moral 
claims” that will continue to burden the 
beneficiaries long after the depression 
has passed. Dr. Dodds also concedes 
that, whether it is proper or improper, it 
certainly is a pretty definite conclusion 
that our cities “having enjoyed Federal 
aid in such large proportions” will de- 
mand that it be continued. He envi- 
sions the long hand of Washington 
reaching into every city council through- ~ 
out the United States and he asks: 


Must we look forward to a new Federal- 
local relationship of a superior and inferior 
order, similar to that in the state-local field 
with which we have become familiar 
through long experience? 


D* Dodds regards this development 
as inevitable and he wastes no fur- 
ther argument on its propriety or im- 
propriety. On the other hand, in realis- 
tic fashion, he proceeds to ponder what 
can be done about the situation in the 
interest of honest and economical gov- 


ernment. He sees in this new Federal- 
local relationship possibilities for good 
as well as evil and he gives us plans 
through which he feels that Federal “co- 
Speration” can be substituted for Fed- 
eral “control.” 

If Federal control wins out, the au- 
thor foresees the concentration at Wash- 
ington of “a vast spoils system in the 
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hands of administrative and legislative 
agencies quite unable to meet the strain 
or to fulfil the conditions of success.” 
On the other hand, if codperation is to 
be predominant, Dr. Dodds emphasizes 
that there must be an end to this short- 
circuiting of states’ rights, as it is now 
being carried on by the PWA and the 
recipient municipalities. Of course, 
there is always the difficultly of a Fed- 
eral government modifying its own 
“natural human weakness for power— 
a special weakness of bureaucracies.” 

Dr. Dodds is not sure that we shall 
avoid the pitfalls of federalization; in 
fact, he frankly admits that there is no 
sure way by which the desired end may 
be achieved. He believes the responsi- 
bility in the first place is upon the Fed- 
eral government to “respect in an honor- 
able manner the fine line that separates 
coéperation from control.” 


_ serious thinker about mu- 
nicipal government and _ public 
works is C. A. Dykstra, city manager of 
Cincinnati. At the recent Public Works 
Congress, held in his own city, Mr. 
Dykstra undertook to outline to the as- 
sembled engineers a few pertinent ob- 
servations about public works in general 
—public works being the principal 
means by which our cities are admitted 
to the Federal cash drawer. Mr. 
Dykstra explained the new order of 
taking care of local relief as follows: 


By the time that the New Deal had been 
in operation for six months, we found our- 
selves accepting five new principles or 
theories of public operation: 

(1) The acceptance of responsibility by 
the Federal government for at least a por- 
tion of the cost of local relief. 

(2) The encouragement of public works 
as a device to reduce unemployment. 

(3) The borrowing of huge sums of mon- 
ey both for the financing of Federal public 
works and for loans to local governments. 

(4) The setting up of ‘grants to local 
governments to encourage local spending 
and borrowing for the prosecution of local 
works. 

(5) The building up of Federal standards 
in hours and wages in public work together 
with Federal inspection and accounting de- 
vices. 


Mr. Dykstra went on to point out that 


under the new dispensation public offi- 
cials find themselves urged to discover 
possible public projects which can be un- 
dertaken—not so much because there is 
a public need for them but because they 
will put men to work. Furthermore, 
long-accepted methods of financing are 
undergoing drastic changes. There was 
a day when local financing was accepted 
as a matter of course. Today Federal 
aid in all local projects has become a 
matter of cost. Mr. Dykstra also found 
that the new Federal policies have had 
very direct results upon local methods 
of undertaking work as well. There 
were orthodox practices and procedures 
established by local laws, which deter- 
mined the mechanics of appropriation, 
bond approval, bond sales method, con- 
tract letting, and a host of other things. 
There was, also, an open field in ma- 
terials and labor, but today the labor 
program of local works is governed al- 
most entirely by Federal procedure. 
Under Federal rules preference to local 
labor and local fabrication of materials 
must be given. 


o~ observed Mr. Dykstra, the Fed- 
eral government has gone into the 
business of trying to meet the industrial 
employment situation, it has definitely 
committed itself to providing income for 
the unemployed and to the theory that 
those who receive income from the Fed- 
eral government ought to do something 
for the public in exchange. Mr. Dyks- 
tra concluded: 


It is not to be wondered at that our local 
governments are in confusion as they con- 
template their public works programs. The 
problem of financing these programs is of 
immense importance, but the difficulties of 
administration are even greater. Sudden 
shifts in policy, the promulgation of new 
regulations from time to time, and the in- 
sistence upon uniformity in plans and in 
specifications, have given all manner 
trouble to our local engineering forces. 
With the best will in the world it is mani- 
festly quite impossible to run every par- 
ticular and specific project out of a central 
headquarters in Washington and give these 
projects the dispatch to which they are en- 
titled. The result is an almost complete 
cessation of local public works during the 

riod when they are under discussion as 

een local, state, and Federal adminis- 
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trative officers. I doubt not that many of 
you have been ready to proceed with many 
projects during this past summer but have 
been under the compulsion of waiting for 
clearance at Washington while the summer 
days were going by and while your engi- 
neers were fretting under these delays. 


Mr. Dykstra apparently agrees with 
Dr. Dodds that there should be in the 
future set-up a codrdination between 
state, Federal, and local policies and 
that codrdination should come through 
distribution of responsibility by a de- 
vice of decentralization rather than 
through centralization by such methods 
as are now in operation in our public 
works policies. 


NOTHER speaker at the recent Public 

Works Congress was David Cush- 

man Coyle, author, lecturer, and econ- 

omist, who believes that saving for a 
rainy day only hastens the rain. 

Our economic problem today, he con- 
tinued, is one of consumption and hence 
one of spending. He believes we have 
come to the time when insistent demand 
is not for capital or labor, but for the 


buyer to carry away the goods. He be- 
lieves that the 1929 crash and subse- 
quent depression was caused not by 
spending and extravagance, but by in- 
vesting savings in a lot of overbuilt and 
bankrupt mills and apartment houses 
that now stand out like a lot of sore 


thumbs all over the landscape. Mr. 
Coyle contends that if we increase our 
rate of spending and cut down the rate 
of saving the rate of business failure 
will be diminished. 

This may be good news to those who 
have never saved much but will meet 
with serious scrutiny on the part of 
those who have undertaken to emulate 
the homely lessons of the busy bee, the 
grasshopper, and the ant, and other 
admonitions of thrift and industry. 

One observation by Mr. Coyle on the 
subject of public works had to do with 
the distinction between the so-called 
self-liquidating and nonself-liquidating 
projects. Mr. Coyle doesn’t believe in 
self-liquidating projects as public 
works ; that is, if they are to be counted 
on as part of the recovery program. He 


believes public works during an emer- 
gency ought to be relieved of such re- 
striction. He gave an example: 


Housing under private auspices has usual- 
ly been subsidized by investment losses. 
The swamps are filled with dead investors. 
Government housing, taking tenants away 
from their present quarters, will naturally 
destroy the value of old housing. If the 
government buys up and wrecks the old 
houses, the loss is in part transferred to the 
government. The cost of scrapping old 
tenements and building new ones cannot 
charged into the rent unless the tenants are 
to have more income than they had when 
they lived in the tenements. The principle 
cannot be escaped. When we build some- 
thing new in place of something old, some- 
one has to take the loss of the old. The 
price of progress is capital loss, and capital 
loss is not stimulating to business prosperity. 
Housing is socially of great value, but in 
so far as the added costs are thrown on 
either landlords or tenants, housing is not 
part of a recovery program. 


M* Coyle also criticized PWA poli- 
cies of financing municipal public 
works. He said the PWA was forced 
by law to examine each municipal appli- 
cation to see whether or not the town 
was over its ears in debt. If the town 
was not yet over its ears, “the PWA 
was authorized to help it toward that 
happy state.” On the other hand, if ° 
the town had already practiced self 
help, the law required that it be told to 
continue to do so. Mr. Coyle felt that 
this led to an absurd situation. He gave 
his own program for financing public 
works as follows: 


To summarize, a public works program 
to be used as a recovery measure should be 
made up of nonself-liquidating Federal ex- 
penditures or grants, temporarily financed 
by bonds sold only to banks and ultimately 

aid for out of income and inheritance taxes. 

ublic works financed in other ways may be 
of great social value and well worth doing, 
but only those that are financed in accord- 
ance with these principles are actually ef- 
fective in promoting a stable business pros- 
perity. 

It would seem from this that Federal 
aid for the construction of so-called 
self-liquidating ‘utility plants, which 
often have the effect of competing with 
existing private utilities and perhaps 
throwing employees of the latter out of 
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work, would not fit in well with Mr. 


Coyle’s idea of a well-balanced public 
works program to hasten economic re- 


covery. 
—F. X. W. 


FeperAL Arp For THE Cities. Dr. Harold 
W. Dodds. Yale Review. November, 1935. 


ues by agree AND Fe = me w. Ad- 
ess by C. A. tra, City Manager of 
Cincinnati, before the Public Works Con- 
gress. Cincinnati, Ohio. October 15, 1935. 


Pusitic Worxs Financinc. Address by 
David Cushman Coyle before the Public 
Works Congress. Cincinnati, Ohio. Octo- 
ber 15, 1935. 





Will the Gas Industry Be Next 
in the Spotlight? 


has been freely predicted during 
recent months that the Federal ad- 
ministration having accomplished most 
of its objections (as far as statutory 
enactments are concerned) against the 
privately owned electric utility industry 
would move on to a new program 
against the allied gas utility industry. 
Already the Federal Trade Commission 
is developing evidence concerning the 
gas industry of a nature which re- 
sembles somewhat the materials released 
by that same body prior to the Federal 
bombardment of the power group. 
This “build up,” as the Washington 
newspaper men call it, seems likely to 
result in legislative “reform” proposals 
at the coming congressional session. 
Whether there will be any legislation 
actually enacted is uncertain, but it is 
the usual experience on Capitol Hill for 
reform legislation to have several “try- 
outs” at various sessions before it final- 
ly takes. 

There is also evidence that the gas 
industry is keenly aware of this increas- 
ing pressure from Washington. At the 
recent annual convention of the Ameri- 
can Gas Association at Chicago, P. S. 
Young, president of the association, took 
notice of the increasing disposition to 
scrutinize the gas industry. He de- 
clared that the American ‘Gas Associa- 
tion is “keenly concerned with its pres- 
ent service to all its members,” and that 
it has a “clear conception of its obliga- 
tions to its members and to the public 
whom they serve, to conduct its affairs 
at all times in accordance with the best 
traditions of the industry and the high- 


est standard of business ethics.” He 
added: 


The business world is subject to the chal- 
lenge of its serviceability at all times. It 
must necessarily be actuated by the “profit 
motive.” Without such incentive economic 
advancement has never been long continued. 
It is elementary to say that without profit 
business cannot be conducted and, also, that 
without service being given in a free market 
business, as we know it today, would not 
make progress or even exist. I mention 
this as there seems to be more or less 
failure to grasp this simple economic fact 
at this time. Perhaps it is no wonder that 
this is so when we are faced with so 
many unsound experimental and economic- 
ally bewildering measures affecting our na- 
tional economy. 

The drive for utility control and domina- 
tion by the Federal government during this 
year has fortunately fallen short of directly 
stopping energetic development of sales. 
There are no explicit restrictions on com- 
mercial activities in the Public Utility Act 
of 1935. The act opens a new chapter 
of regulation. The issue of its constitu- 
tionality has already been raised in the 
courts. Whatever the result of such litiga- 
tion may be, it is to be hoped that the 
responsibility conferred upon those appoint- 

to carry out its provisions will lead to 
a broad and constructive approach to the 
many problems raised by its enactment. 


Bap ver stout defender of the utility 
industries, both gas and electric, 
spoke at the same convention—Frank A. 
Newton of the Commonwealth & South- 
ern Corporation. Mr. Newton, who has 
served on rate committees of both the 
American Gas Association and the Edi- 
son Electric Institute, was especially 
sensitive about the accusation that gas 
and electric service suffer when con- 
trolled by the same utility within the 
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Nebraska State Journal 


SO YOU WON’T DRINK, EH? 


same service area. He stated on this 


point : 


It has been said that the combination 
companies, that is companies operating both 
gas and electric utilities are in a large 
measure responsible for the present situa- 
tion, that is responsible for the failure of 
many gas companies to adopt plans similar 
to those strongly put forward by the elec- 
tric utilities. In other words, it is said 
that in the case of combination companies, 
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the electric utility is favored and at the 
expense of the gas utility. There, undoubt- 


edly, are some such situations. There are 
others where just the reverse is true. These 
situations may be due to the training and 
attitude of the particular manager. He may 
have been brought up in one utility or the 
other. Or, it may be due to some local 
situation. All I can do, however, is point 
to the undisputed fact that in a number of 
cases, the combination companies have more 
promotional rates for the domestic user of 
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gas, have more liberal payment plans for 
merchandising, and are more aggressive in 
merchandising selling than many straight 
gas companies. 

As I see it, there is not a single thing 
the electric utilities have done with respect 
to promotional rates, Objective Rate Plans, 
aggressive merchandising, liberal payment 
plans, attractive merchandising, and em- 
ployee codperation that the gas industries 
cannot match plan for plan right down the 
line, if they will, and many of them are. 


HANGING quickly from the defen- 

sive to the offensive, Mr. Newton 
charged the Federal government with 
favoring electricity over gas service. 
Apparently, Mr. Newton did not feel, 
however, that the Federal administra- 
tion was directly attacking the gas in- 
dustry. Perhaps some of the more re- 
cent activities of the Federal Trade 
Commission may have since changed 
his opinion. Mr. Newton stated: 


Nor should it be overlooked that the ad- 
ministration in Washington is definitely elec- 
trically minded. It apparently believes that 
every home and every farm in the United 
States should have an electric refrigerator, 
electric range, an electric water heater as 
well as a waffle iron. The failure on the 
part of the Administration to attack the 
gas industry as strongly as it has attacked 
the electric industry is not in any sense 
due to sympathy for the gas industry. 
Perhaps the attack in the form in which 
it has been is more serious than many of 
you have realized and while not directly 
against the gas utility is still very effective. 


At least one New Deal member of 
the Senate has not spared the rod on 
the gas industry. He is the baby of 
the U. S. Senate, Rush D. Holt of 
West Virginia. Speaking over the 
Evening Star radio forum, Senator 
_ Holt stated: 


_ There is developing and has been develop- 
ing a huge monopoly that is taking away 
the God-given resource from the earth for 
the profits of only a few. Most of those 
few are the absentee landlords who do 
not live where the gas is produced. Sena- 
tor Couzens of Michigan introduced a reso- 
lution in the Senate of the United States 
in the last session in which it was asked 
that the Committee on Interstate Commerce 
obtain information relative to the produc- 
tion, transmission, sale, and distribution of 
natural gas. We have, and properly so, 
brought to the attention of the public the 


huge power octopus that invades most of 
the American homes, but let us not over- 
look the very rapid development of another 
public utility combine, the natural gas 
group. Many people feel that the industry 
is local in its nature. That was so a few 
years ago, but today it is a Federal prob- 
lem. It has risen to a place where it has 
enough power to defy and to evade state 
regulatory bodies. 


T is somewhat odd to find that Sena- 
tor Holt, who has always been noted 
particularly for his opposition to the 
power industry, now finds that the gas 
group even exceeds the power industry 
in iniquity. He stated: 
I speak from personal knowledge when 
I say that I know of no group, not even 
the power trust, that is more active in 
politics than those who control the gas in- 
dustry. They interest themselves in all elec- 
tions, municipal, state, and congressional. 
They try to control municipal officials so 
that the cities and towns will not have 
rate cases. They try to control the state 
officials in order that no public service com- 
missioner will be appointed that would be 
so-called unfriendly or that no member of 
the legislature be named who would intro- 
duce a bill making pipe lines common car- 
riers or investigate their activities. They 
try to control congressional elections be- 
cause they fear Federal regulation and 
oppose liberal legislation just as bitterly 
as does the power trust. The same lobby- 
ists who represent the power companies in 
many instances are lobbyists for the gas 
companies. 


Senator Holt ended his address with 
specific charges against the gas indus- 
try: propagandizing in the schools; 
manipulation of local government; jug- 
gling B.T.u. content for its own gain, 
and other infractions. One wonders 
whether the fact that both capital and 
labor involved in the coal industry have 
questioned the Federal government’s en- 
couragement of hydroelectric develop- 
ment could have given the power-trust- 
baiting baby Senator food for thought. 
After all, West Virginia is a heavy coal- 
producing state and also an important 
natural gas producing state. It would 
be to West Virginia’s advantage to have 
natural gas developed as much as pos- 
sible. ; 

Concerning joint gas and electric ven- 
tures, here is a recent paragraph from 
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WHAT OTHERS THINK 


ex-brain truster Raymond Moley’s mag- 
azine Today: 


In Chicago, divorce papers are being filed 
to dissolve the unholy marriage of gas and 
electric service. This is all to the good. 
Common ownership of the two, not in 
Chicago alone, but in a great many Ameri- 
can cities, has held back by at least ten 
years the introduction of improved appli- 
ances, both gas and electric. Few residents 
of cities where these utilities are still in 
a double bed have ever seen either the 
newest electric range or a really up-to-date 
gas stove. 


Unless our memory fails us miserably, 
it seems that some well-selected photo- 
graphs taken in New York city’s resi- 
dential apartments right now might 


raise some serious question as to the 
accuracy of the comments in the Today 


magazine. 
—F. X. W. 


Servinc THE Gas Inpustry. Address by 
P. S. Young. American Gas Association 
Convention, Chicago, October 15, 1935. 


Tue CHALLENGE TO THE GAs INpUsTRY. Ad- 
dress by Frank A. Newton, American Gas 
—— Convention, Chicago, October 


Pustic Utititry Proprems. Speech of Hon. 
Rush D. Holt. The National Broadcasting 
Company. November 4, 1935. Arranged by 
the Washington, D. C., Evening Star. 


EprrortaL ComMMENT. Today. November 30, 
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A Municipal Plant Rate Book 


ow that the Federal Power Com- 
mission has just about completed 
its task of compiling the rates charged 
for domestic electric service by privately 
and publicly owned utilities throughout 
the United States, it is well for those 
who have special use for such informa- 
tion to have supplemental sources of 
similar information, not only to check 
the Federal Power Commission’s find- 
ings, but also to fill out gaps which re- 
sult from the technique used by the 
Federal Power Commission. It was 
necessary and understandable that the 
commission, faced with such a prodi- 
gious task, should, in the interest of 
clarity and uniformity, report rates ac- 
cording to selected consumption blocks 
—fifteen hours, twenty-five hours, forty 
hours, and so forth. In this form, how- 
ever, the information on a particular 
plant cannot be broken down so as to 
find out the cost of varying amounts 
of consumption between the selected 
blocks. Nor does it give the type of 
rate form employed by a particular plant 
—whether a one-part, two-part, or a 
three-part rate—whether demand, if 
figured separately, is measured by a 
room count or a floor area measurement, 
etc. 
To supplement the Federal Trade 


Commission studies as to private plants, 
the Edison Electric Institute’s annual 
rate book is a completely adequate ref- 
erence for communities in excess of 
20,000 population. Now comes a firm 
of construction engineers that supplies 
similar information of municipal plants. 
The new book, “Results of Municipal 
Lighting Plants,” is not comprehensive, 
but covers a selective list of 415 “typi- 
cal” municipal plants. However, it 
does apparently cover the better known 
operations in larger communities and 
many operations in rather small com- 
munities, some with populations of even 
less than 1,000. 

It appears, from glancing over the 
rates shown, that an attempt was made 
to make the list typical rather than 
hand-picked for any particular purpose. 
Hence, we find alongside of the low rate 
schedules for such blue ribbon munic- 
ipal ventures as Tacoma, Washington, 
the rates of the municipal plant of 
Tombstone, Arizona (pop. 888), which 
struck this reviewer as probably the 
highest in the country: 18 cents per 
kilowatt hour for the first 25 kilowatt 
hours, 15 cents per kilowatt hour for 
the next 25, 12 cents per kilowatt hour 
for the next 50, and 10 cents per kilo- 
watt hour for all in excess. 
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HE current publication is not the 

first of its kind; in fact, it is the 
fourth annual edition, but the new re- 
vision contains not only rates but earn- 
ings, cost of production, net revenues, 
and other information not heretofore 
available. (Incidentally, it contains in- 
formation on the celebrated “tax free” 
town of Chanute, Kansas, which, for 
some odd reason, probably mere in- 
advertence, was omitted from the Fed- 
eral Power Commission rate survey for 
that state.) 

For those who like to use such rate 
studies for purposes of comparison be- 
tween municipal and private operations, 
here is a brief summary of what this 
book shows: The average rate (un- 
weighted for population, taxation, or 
other factors) is given for each of 243 
cities and towns. An average rate of 


less than 4 cents per kilowatt hour pre- 
vails in 37 places; from’ 4 cents to 5 
cents in 48 places; 5 cents to 6 cents 
in 52 places; 6 cents to 7 cents in 48; 
7 cents to 10 cents in 49; over 10 cents 
in 9. Now the average domestic rate 
of privately owned utilities during the 
twelve months ended September 30, 
1935, was 5.13 cents. Of the 243 mu- 
nicipalities in the book listing, only 85 
have an average below 5 cents, while 
158 exceed that amount. All of which 
probably proves nothing at all to any- 
one’s complete satisfaction. But it’s 
harmless exercise. 
—E. S. B. 


Resutts oF MunicipaL LicutTinc PLants. 
Record of 415 cities under municipal own- 
ership. Rates in | 1934-35. Fourth 
edition. Published by Burns & McDonnell 
Engineering Co. sas City, Missouri. 
Price $1.00. 182 pages. 





Other Articles Worth Reading 


An ANALYSIS AND DISCUSSION OF THE MorRE 
IMPORTANT PROVISIONS OF THE PUBLIC 
Utiuity Act or 1935. Committee of Public 
Utility Executives. Securities Building, 
Washington, D 


Back To Wuat Constitution? By Ralph 
Adams Cram. The American Mercury. 
December, 1935. 


CHANGES IN BirtH AND DeatH RATES AS 
AFFECTING PopuLaTion GrowTH. By R. L. 
Tomblen. Bell Telephone Quarterly. Oc- 
tober, 1935 


Funny Business In BAttimore. The New 
Republic. November 20, 1935 
A Liberal roasting of the recent proceed- 
ings in the Federal district court of Balti- 
more, Maryland, which resulted in an opin- 
ion that the public utility act is unconsti- 
tutional. 


GOVERNMENT IN BUSINESS AND THE NEw 
Dear. By E. F. McKay. Western Gas. 
November, 1935. ; 


IGNORANCE OF THE Law Is No Derense. By 
James F. Lincoln. P. O. Box 5758, Cleve- 
land, Ohio. 


In DeFreNsE oF Lopsyinc. By Henry Adams 
Bellows. Harper’s. December, 1935. (Lob- 
bying in general—not as applied to the 
Holding Company Act.) 


LecAL ProBLeEMS OF FINANCIALLY EMBAR- 
RASSED MunlIcIpaALities. By Edward J. 
a Virginia Law Review. November, 
1935. 


Sates Taxes In RELATION TO WATER UTILI- 
Ties. By Dale L. Maffitt. Journal of the 
American Water Works Association. Oc- 
tober, 1935. 


SHoutp MunicipaL PLants Be REGULATED 
By Utitiry CoMMISSIONS AND BE SUBJECT 
To TAXATION? By Joseph A. Beck. Jour- 
nal of the American Water Works Associa- 
tion. October, 1935. 


Tue TVA—Co6PERATION IN GOVERNMENT. 
By John B. Blandford, Jr. Public Manage- 
ment. October, 1935. 


Tuirpv TVA Dam Srtartep at Pickwick 
LANDING. apres News-Record. No- 
vember 7, 193 


Wuar's Derayinc TELEvision? By Owen P. 
White. Collier's. November 30, 1935. 


Wipows AND OrpHans, Inc. By Paul Y. 
Anderson. Survey Graphic. October, 1935. 
Inside story of the congressional lobby in- 
vestigation incident to the passage of the 
Rayburn-Wheeler bill, as told by a Liberal 
newspaper reporter. 


YARDSTICKS AND Brrcnh Rops. By Leland 
Olds. Harper's. November, 1935. 
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Television Far Distant 


4b ry that practical television “is still 
quite a distance in the future” was re- 
ceived last month at a Federal Communica- 
tions Commission hearing. The hearing was 
held at the American Telephone & Telegraph 
Company’s request for a reéxamination of its 

tition to install a coaxial cable between 
See York and Philadelphia. Efforts by the 
company to exclude testimony dealing with 
the commercial aspects of the installation 
failed. The commission in July authorized 
laying of the cable, but the company asked 
a rehearing on conditions under which the 
permission was given and on the question of 
the commission’s jurisdiction. 


Municipal Rates Higher 


I“ all but one classification, the average mu- 
nicipal electric plant charges more for 
its service than the typical private utility 
company, according to an analysis disclosed 
last month William M. Carpenter, econo- 
mist of the Edison Electric Institute, based 
on the recent Federal Power Commission Rate 
Survey. The analysis is a companion study 
to the one on municipal rates made in Octo- 
ber by Mr. Carpenter, and violently criticized 
by Mayor La Guardia and termed misleading 
by Basil Manly, vice chairman of the Federal 
Power Commission. 


Holding Company Litigation 


| a last minute effort to induce holding 
companies to register in compliance with 
the Public Utility Holding Company Act of 
1935 on or before the deadline date (Decem- 
ber Ist), the Securities and Exchange Com- 
mission and the Attorney General through 
cooperative statements avowed that they 
would not attempt to enforce criminal liabili- 
ties under the act, at least until further no- 
tice. They stated that the government would 
seek to avoid a multiplicity of suits pending 
final determination of the constitutionality of 
the act. It was indicated that the government 
would press for a determination of one or 
two or more particular test cases. 

Four days before the deadline, the govern- 
ment did file in the Federal District Court for 
the Southern District of New York, a suit in 
equity to compel the Electric Bond and Share 
group to register. Prior to this action, how- 
ever, the United Gas Improvement filed a suit 
to restrain the government, particularly the 


members of the Securities and Exchange Com- 
mission, from enforcing the act notwithstand- 
ing the failure of the holding company to 
register. This suit was filed in Philadelphia. 
Similar suits were also filed by the 

wealth & Southern in Wilmington, Del., and 
the Consolidated Gas Company in New York. 

The day after the government had filed a 
suit against the Electric Bond and Share 
group, the North American Company filed 
suit to restrain enforcement of the act in the 
supreme court of the District of Columbia. 
Other holding companies were reported as 
likely to seek injunctions following the —_ 
tration deadline. It was also reported as like- 
ly that one or more holding companies would 
both refuse to register and decline to attempt 
to enjoin enforcement of the act, thereby in- 
viting civil proceedings by the Securities and 
Exchange Commission. It was thought that 
through these various methods of procedure, 
in addition to the American States Case de- 
cided last November in Baltimore by Federal 
Judge William C. Coleman, an ample oppor- 
tunity would be afforded for a prompt and 
comprehensive test of the validity of the 
public utility act. 

While the Securities and Exchange Com- 
mission was making such last-minute efforts 
to induce holding companies to register in 
compliance with the holding company act, the 
Federal Power Conimission was preparing 
to resume independent action on applications 
filed by utilities in compliance with the Fed- 
eral Power Act. The Federal Power Com- 
mission had only a short time before an- 
nounced the temporary suspension of action 
on all applications for approval of sales, mer- 
gers, etc. The idea was to codperate with the 
Securities and Exchange Commission, which 
now seems likely to be tied up pending a Su- 
preme Court ruling on the constitutionality of 
the holding company act. 


Upholds Guffey Act 


) ane Judge Elwood Hamilton last month 
upheld the constitutionality of the Guffey 
coal act. He declared Congress has power to 
regulate wages and prices of any industry 
which Congress may conclude bears on inter- 
state commerce, and pronounced the courts 
powerless to review such a conclusion, if any 
facts support it. 

Federal authority under the Constitution’s 
interstate commerce and general welfare 
clauses, as expounded by fies Hamilton, 
would sustain legislation whenever the states 
failed or were helpless to act. Judge Hamil- 
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ton gave the first complete decision on the 
Guffey act’s constitutionality. Nineteen coal 
companies had challenged the regulatory law’s 
validity. 


Federal Aid for Gas Sought 


Ws the administration is proceeding to 
expand the field of electric power, es- 
pecially to provide markets for the power 
from Federal plants, it is being pressed by 
some communities to aid in providing more 
natural gas service. Some of the mayors of 
principal cities, while meeting in Washington 
last month, urged the Federal Trade Com- 
mission to do something to this end. Louis- 
ville, Ky., for instance, wants straight natural 
gas instead of the mixed product, while the 
TVA is preparing to extend its power facili- 
ties to Kentucky communities within trans- 
mission distance of the dams. Louisville is 
only about 200 miles from Norris dam. 


Utility Tax 


Brome y of publicly owned utilities was 
recently urged on the Ontario government 
by the Ontario Associated Boards of Trade 


and Chambers of Commerce. This was a re- 
newal of a 1928 proposal by the Board of 
Trade calling for assessment of publicly owned 
light and power utilities, gas, railways, and 
telephone and telegraph systems on the same 
basis as if privately owned and operated. It 
was suggested that hydro power plants be sub- 
ject to any exemption which might be set after 
a public hearing by the municipal board or 
other government tribunal. 

A special committee on assessment and tax- 
ation also met last month in Toronto to de- 
cide upon a recommendation that public utili- 
ties and waterworks of the city assessed 
and taxed. The general mariager of the 
Toronto Hydro told the committee that if the 
city taxed hydro property, the taxation would 
be passed on to the citizens. 


Gets Electricity 


NOTHER step in the modernization of 
ancient Palestine was taken last month 
when the Arab town of Tulkarem, in the cen- 
tral part of the country, was illuminated with 
electricity for the first time. The electric cur- 
rent was supplied by the Rutenberg Electrical 
Works, which has harnessed the Jordan river. 


Alabama 


Utility Resolutions Passed 


A a regular meeting November 19th, the 
Bessemer city council passed a resolu- 
tion petitioning the public service commis- 
sion to have Southern Bell representatives 
appear before it to show why a toll should 
charged between Bessemer and Birming- 
am. 

A resolution was also passed requesting an 
investigation and reduction of the street car 
fares between the two cities. 

The council authorized that contracts for 
TVA lights be offered for domestic and in- 
dustrial consumers, a part of the preparation 
for obtaining the light distributing plant for 
- which funds have been granted by the govern- 
ment. 


Power Proposal Made 


HE chairman of the Alabama Rural Elec- 

trification Authority, November 20th, sent 
to Washington a proposed $150,286 rural elec- 
trification project to serve 564 customers in 
five counties, with power to be purchased from 
the Alabama Power Company. 

The application was made in the name of 
the Southeast Alabama Electric Membership 
Corporation, made up of the prospective cus- 
tomers who will fix their own retail rates, 


and apply any profit toward repayment of the 
Federal loan. 


Water Project Blocked 


uBLIc Works Administrator Harold L. 

Ickes, November 2lst, virtually killed a 
project for a $6,000,000 water system sought 
by Birmingham, Alabama. 

“We just haven’t got enough money to fi- 
nance it,” Ikes said after a conference with 
Governor Bibb Graves. 


Confirmation of Appointment 
Expected 


y+. % jointly for himself and gay John 


Bankhead, Senator Hugo L. Black, 
November 14th, submitted to the attorn 
general a recommendation that David J. 
Davis, of Birmingham, be appointed judge of 
the U. S. District Court for Northern Ala- 
bama, to fill the vacancy caused by the death 
of the late Judge W. I. Grubb. 

Mr. Davis, former law partner of Senator 
Black, has " practiced law in Birmingham 
throughout his professional career; his only 
public office was a recorder in Birmingham, 
which he resigned after two years of his term. 
He is a past president of the Birmingham Bar 
Association. 
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Arizona 


Rates to Be Investigated 


HE state corporation commission has or- 
dered an investigation of the rates charged 
by the Arizona Edison Company, Inc., at 


Bisbee. The action was taken on motion of 
the commission under authority invested in it 
by the legislature. 

Electric, gas, and water rates will be in- 
cluded in the work. 


Arkansas 


Regulate Service Charge 


A ordinance regulating the amount of the 
deposit that may be required of patrons 
of public utilities in Little Rock that have 
a monthly service charge, and also providing 
regulations for discontinuance of service for 
nonpayment of bills, was passed last month 
by the unanimous vote of the city council. 


The new ordinance provides that no deposit 
of more than $10 may be required, except in 
the servicing of commercial or industrial 
plants, and that all deposits shall bear 6 per 
cent interest which shall be payable annually 
upon request. 

The ordinance affects only the Little Rock 
Gas & Fuel Company and is a compromise 
measure. 


California 


Power Action Supported 


le yy that San Francisco ultimately 
will face a similar. situation, the city 
board of supervisors recently directed the city 
attorney to intervene on the side of the city 
of Lodi in the Federal court injunction suit 
brought by the Pacific Gas and Electric Com- 


ny. 

The company seeks to prevent Lodi from 
selling bonds to the government and accepting 
a Federal grant to compete with it in power 
production, contending that would be a mis- 
use of Federal funds. The company has a 
temporary restraining order forbidding Lodi 
to sell its bonds and seeks a permanent in- 
junction. 

The board of supervisors anticipates a deci- 
sion against Lodi would set a precedent that 
might prevent San Francisco from entering 
the power distribution business with the ex- 
pected aid of Federal money and stated that 


“as a matter of public policy we should join 
Lodi in this fight.” 


Truck Regulation 


ie emt oo revision of regulation of Cali- 
fornia’s reputed ‘second largest industry, 
motor truck transportation, for the purpose of 
stabilizing rates and ending a chaotic condi- 
tion that has existed for years in this class of 
carriers, was reported under way last month 
by the state railroad commission. 

While directing its investigation toward 
highway carriers, their rates, charges, and 
classifications, an order of the commission is- 
sued last month intimated that it may become 
necessary to revise the entire rate structures, 
even of railroads, express companies, wa- 
ter carriers, affecting their intrastate business. 
The investigation will affect more than 10,000 
truckers. 


Colorado 


Rates Cut; Taxes Raised 


Cum Springs taxpayers will contribute 
about $24,000 more toward running the 

= next year, but their electric and gas bills 
will be $65,000 lower. The city council last 


month voted a $72,000 reduction in electric 
and gas rates, of which $65,000 will be cut off 
the bills of consumers living in the city of 
Colorado Springs. This is the fourth rate re- 
duction since the city took over the utilities, it 
is reported. 
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Distriét of Columbia 


Gas Rates Cut 


HE District of Columbia commission ten- 

tatively agreed upon a new 1936 model 
Washington Plan to be applied to the capital 
city’s gas service. Heretofore, the Washing- 
ton Plan applied only to electric rates. The 
new plan differs from the electric company’s 
sliding-scale arrangement in that the basic 
rate of return is fixed at 64 per cent of the 
agreed rate base instead of 7 per cent. The 
compromise was regarded as a victory also 
for Peoples Counsel William A. Roberts 
who had much to do with drafting the com- 
plicated agreement. 

The new plan carries with it reductions in 
gas rates of approximately $850,000, effective 
December Ist, and drafted along modern pro- 
motional lines. The ny company agreed to 
a rate base of $21,000,000 plus a working 
capital of $750,000, which is considerably 
lower than the valuation claimed by the utility 
in public hearings. 

Other innovations in the new plan include 
(1) provision for self-policing of accounts so 
as to permit actual correction in rates wher- 
ever past errors are detected; (2) provision 
for automatic adjustment for radical changes 
in the price of labor, commodities, and taxes, 
making such rate change immediately avail- 


ate instead of waiting a year. The profit- 

ing arrangement for earnings in excess of 
64 per cent return is similar to that in force 
for the electric utility. Final approval of the 
new plan was expected to follow public hear- 
ings. 


Rate Reduction Assured 


ASHINGTON electric consumers were as- 

sured last month of a substantial reduc- 
tion in rates from the Potomac Electric Pow- 
r Company in 1936 by Richmond B. Keech, 
vice chairman of the public utilities commis- 
sion, after the commission had decided on the 
text of its notice for the annual public hear- 
ing in January. The amount of the reduction 
was not made public, although A will probably 
be in the neighborhood of 000, assuming 
the continuance of the present basic rate of 
return of 7 per cent which, however, the pub- 
lic utilities commission may even cut lower, it 
is said. 

The eng reg notice of a hearing cov- 
ered three phases of the inquiry, Keech said. 
They are (1) the question of the rate of re- 
turn, (2) the division of excess profits, and 
(3) the placement of certain property on ac- 
counts on the rate base. 


Indiana 


Utility Tax Invalid 


7 1933 Indiana statute levying taxes 
against municipally owned utilities was 
declared unconstitutional last month by Judge 
J. Elmer Peak, sitting in the St. Joseph su- 
perior court. The decision was made in the 
suit of the city of South Bend to enjoin the 
county treasurer from collecting taxes in ex- 
cess of $12,000 on the city waterworks. The 

decision, which is regarded of great impor- 


tance, was to be appealed to the Indiana Su- 
preme Court. 

Judge Peak charged that the particular sec- 
tion creating a tax on municipally owned 
utilities was drafted with “deliberate intention 
of avoiding strict and careful scrutiny and 
attention of members of the general assembly 
and public, which was in contemplation of 
the framers of the Constitution when they 
declared that the subject of legislation must 
be stated in the title of the act.” 


Kansas 


New Gas Plan Approved 


4 state corporation commission, Novem- 
ber 15th, issued certificates formally ap- 
proving the new and amended operating set- 
for the Cities Service gas properties in 
ansas. Under the new plan, the Gas Service 
Company becomes an operating agency in- 


stead of a holding company, and the parent 
company assumes control of all of the 107 
Kansas properties 

Jurisdiction will be retained by the commis- 


‘sion over the operating company and all of its 


individual property accounts and in a large 
measure will tend toward simplification of 
operation and state control of the utilities. 
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Kentucky 


Seeks Power Plant Loan 


HE Scottsville city council voted last 

month to instruct the mayor to ask Sec- 
retary of Interior Ickes for a loan of $150,- 
000 to construct a municipal light and power 
plant for Scottsville and Allen county. It is 
believed that the plant will ultimately generate 
sufficient power to light ten surrounding coun- 
ties. 


Utility Legislation 


HIRTY-THREE Kentucky cities were repre- 

sented by about 100 officials at the sixth 
annual convention of the Kentucky Municipal 
League at Harlan last September. Federal- 
city relations were discussed by representa- 
tives from the PWA, WPA, FHA, and TVA. 
The consensus of the municipal officials pres- 
ent was that the new public works program is 
very slow in materializing. Kentucky cities 
had entered far more projects than would be 
approved but there is yet practically no activi- 
ity on any program, it was stated. 


The main interest of the officials centered 
on the league’s 1936 legislative program, re- 
sulting in the endorsement, other 
things, of legislation extending to fifth-and 
sixth-class cities power to acquire and main- 
tain waterworks or sewerage systems and to 
borrow money for such purpose; and exempt- 
ing municipally owned utilities from the con- 
trol and regulation of the state public service 
commission. 

Neville Miller, mayor of Louisville, is 
president of the league. 


Municipal Light Plant Defeated 


B* a decisive majority, the voters of Fort 
Thomas, November 5th, defeated a pro- 
posed $200,000 bond issue to build an electric 
light plant. With a two-thirds vote necessary 
for passage, final count showed 947 for, and 
2,530 against, the proposal. 

Fort Thomas is now served by the Union 
Light, Heat and Power Company, which is an 
afhliate of the Union Gas & Electric Company. 


Maine 


Quoddy Project 


A= engineers in charge of the Passama- 
quoddy Bay tidal power project reported 
last month that the project had involved total 


obligations of $2,802,871.19, with a cash dis- 
bursement of $1,375,574.10. 

A model town, known as Quoddy village, is 
under construction, similar to the town of 
Norris near Knoxville.. 


Massachusetts 


Investigation of Electric 
Companies Ordered 


Prowtowine the receipt of complaints that 
electric companies in sections of greater 


Boston and vicinity are seeking to cause an 
increase in the use of energy by stepping up 
the voltage, Professor John J. Murray, chair- 
man of Governor Curley’s advisory committee 
on public utilities, has ordered an investiga- 
tion of the situation. 


Minnesota 


Electric Rates Cut 


T= St. Paul city council last month voted 
formally for a straight 7 per cent reduc- 
tion in residential electric rates after repre- 
sentatives of the Northern States Power Com- 


pany protested this plan of reduction and ad-~ 


vocated another. 


An agreement with the power company 
made in January, 1934, provides for a gross re- 
duction of $125,000 for 1936. 

The Northern States Power company first 
suggested a 15 per cent reduction for 7,800 
commercial users, taking up en- 
tire reduction. The city council vetoed the 
suggestion. 


839 








PUBLIC UTILITIES FORTNIGHTLY 


Rate Reduction 


ohm Minneapolis General Electric Compa- 
ny last month announced a reduction of 
$270,000 in the electric rates of commercial 
lighting customers, effective on bills rendered 
after January ist. The commercial rate af- 
fects stores and offices. The average saving 
will amount to 10 per cent, and follows a re- 
duction in rates of $350,000 made early this 
year to residential customers. 


Municipal Rates Cut 


| geeenencge of 17 per cent in residential and 
power rates and 22 per cent in commer- 
cial rates were announced last month by the 
os utilities commission for patrons of the 

lwatonna municipal plant, effective with the 
December billing. 

The reductions replace the usual Christmas 
gift, or free December billing, which in the 
past two years has totaled $23,669. 


Mississipp1 


Vote to Buy Power System 


B* a vote of 610 to 42, Aberdeen citizens, 
November 13th, approved a $119,000 bond 
issue under which TVA power is sought. An 


effort will be made to purchase the present 
distribution system of the Mississippi Power 
Company ; but should the purchase fail, a mu- 
Se electric distribution system will be 
ult. 


Montana 


Light Rates Reduced 


T= Plains Light and Water Company’s 
electric light rates have been ordered re- 
duced by the state public service commission. 
The rates to homes and business places will 
provide for a minimum charge of $1 for the 
first 15 kilowatt hours and a lower graduated 
scale for additional kilowatts. The tax on 
100-watt street lights will be $1.75 per month. 


Electric Rates Reduced 


T= state railroad and public service com- 
mission recently reduced electric rates for 
residential lighting, combination service, and 
commercial lighting in the Flathead valley, 
it is reported. 

Cuts in charges range from 8 to 20 per cent, 
and are expected to save the consumers $48,- 
000 a year. 


Nebraska 


Dispute Halts Plan 


HE Public Works Administration’s plan 

for development of a “model state system 
for public production and distribution of elec- 
trical energy” in the home state of Senator 
George W. Norris struck a snag late last 
month. Officials of the $7,500,000 Platte val- 
ley public power and irrigation district an- 
nounced they had rejected an agreement pro- 
posed by the PWA for codrdination of the 
power phases of the Platte valley, the $10,- 
000,000 central Nebraska (tri-county) lic 
power and irrigation district, and the $7,800,- 
000 Loup river public power district into one 


large ee power distribution system, it is 


ia ea Public Works Administration’s plans 
for the little TVA in Nebraska called A. the 
creation of a power authority in Nebraska 
to codrdinate the production and sales of the 
three plants, which together can produce ap- 
proximately 500,000,000 kilowatt hours of 
electricity annually. The Platte valley dis- 
trict_contends there is not sufficient water in 
the Platte river for both it and the Tri-coun- 
ty project and objected to granting of water 
rights to it by the state engineer. special 
committee was 2 by the PWA to 
straighten out the difficulty if possible. 
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New Jersey 


Opposes Municipal Plant 


I* a noni the validity of Camden’s refer- 
endum for a municipally owned electric 
light plant, in the state supreme court No- 
vember 20th, the Public Service Electric & 
Gas Company declared that the city was un- 
able to finance construction and the city com- 
missioners had asked “for a mandatory elec- 
tion to do an impossible thing.” 

The city voted overwhelmingly November 
5th in favor of constructing its own plant. 


* 


The court, in permitting the referendum, pro- 
hibited further proceedings by the city pend- 
ing review of the commission resolution au- 
thorizing the vote. 

Counsel for the Public Service Company 
filed a brief saying Camden had “vastly ex- 
ceeded” the 7 per cent debt limitation and was 
not able to raise money to build such a plant 
by taxation. 

It was also charged that the Federal gov- 
ernment had no legal power to lend money to 
Camden to build a plant. 


New Mexico 


Elephant Butte Approved 
HE PWA has allotted $900,000 to the 


bureau of reclamation for construction of 
a high dam at the Caballo site on the Rio 
Grande, thus making possible the installation 
of hydroelectric generating equipment at the 
Elephant Butte dam. The present allotment 


is in addition to one of $100,000 made a year 
ago to the bureau and another of $1,500,000 
to the International Boundary Commission of 
the state department. 

The primary purpose of the high dam is 
flood control in connection with a plan for 
rectification of the Rio Grande in El Paso 
and Hudspeth counties, Texas. 


New York 


Revenue Added 


Ew York city will collect approximately 

$500,000 a year in additional revenues, it 
was reported last month, as a result of a deci- 
sion of the court of appeals upholding the 
city’s right to exact payments from electric 
companies for the right to install and main- 
tain underground transformer vaults. Al- 
though the decision had to do only with the 


Brooklyn Edison Company, it nin to all 
electric companies in the city, most of them 
subsidiaries of the Consolidated Gas Company. 

Assistant Corporation Counsel Joseph L. 
Weiner explained that his estimate on the 
$500,000 a year added revenue was based on 
a rental schedule of 25 cents per cubic foot 
per year for transformer vaults under Man- 
hattan streets and half that rate in the other 
four boroughs. 


* 
North Carolina 


Slashes Power Rates 


HE usual consumer will receive most of 

the benefit from the reduction in rates of 
the Carolina Power & Light Company an- 
nounced last month through the state utilities 
commission, to become effective January 1, 
1936. North Carolina consumers will save 
approximately $500,000 annually. Under the 
new rate schedule for the Carolina Power and 
Light Company, the inducement rate, with 
one exception of 5 cents, will be lower than 
any other in the state, while the immediate 
rate will be the same as the Virginia Elec- 
tric Power Company up to 40 kilowatt hours 
and up to 32 kilowatt hours will be lower than 


those for the other companies in the state, 
Utilities Commissioner Stanley Winborne an- 
nounced recently. 

Since residential customers using 50 kilo- 
watt hours or less per month constitute 60 per 
cent of the residential customers of the firm 
and the small commercial customers are in 
the majority, Mr. Winborne said that the new 
rates were prepared primarily for the bene- 
fit of these users. 

Mr. Winborne announced also that the rate 
structures had -been simplified in that all 
standby charges have been eliminated and all 
immediate residential schedules have been 
combined into one which is lower than the 
combination rate heretofore in effect. 
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Power Rates Drop 


ortTH Carolina electric rates have shown 
a drop of 60 per cent since 1929, accord- 
ing to a statement issued last month by Utili- 
ties Commissioner Stanley Winborne. From 
a rate of as high as 18 cents per kilowatt six 


PUBLIC UTILITIES FORTNIGHTLY 


or seven years ago to 5 to 74 cents on the 
lowest block or amount at 1“ present time is 
the story of rates charged by the more im- 
portant power companies of the state. 

The state commission has no authority over 
rates charged by municipal electric power 
systems. 


* 


Ohio 


TVA Current Possible 
for Cincinnati 


ENNESSEE Valley Authority power for 

Cincinnati is entirely feasible, and that 
city should take advantage of TVA electricity 
to cope with the industrial competition this 
section is bound to offer soon, according to 
Herbert S. Bigelow, member of the Cincinnati 
city council, who was in Knoxville recently 
to study the possibility of obtaining TVA 
power for his city. 

Mr. Bigelow stated that because of the pres- 
ent low rates already existing in Cincinnati 
the people of that city are not as eager for 
cheaper power as other sections might be. 

“It would be to our advantage, however,” 
he continued, “for Cincinnati to be in the 
cheap power zone. There is no doubt but 
what cheap power will bring large and small 
industries to this section. That means com- 
petition to Cincinnati and that is something 
we want to avoid.” 

A tentative plan calls for building a trans- 
mission line from Norris dam to Cincinnati, a 
distance by wire of about 200 miles. 


a 


Gas Rates Cut 


HE Berea city council, November 18th, 
approved a new gas rate scale submitted 
by the Ohio Fuel Gas Co., which, councilmen 
said, will mean a good-sized reduction for the 
average Berea consumer. 
The new rates become effective immediately, 
it is said. 


Stage Rural Power Race 


RACE reminiscent of the early railroad era 

got under way last month as construction 
crews stretched two rival electric light and 
power lines across Miami county. First poles 
of a 193-mile codperative line to serve 700 
farm families were erected November 14th. 
The Dayton Power & Light Company had set 
crews to work on the previous day construct- 
ing a parallel wire. 

i coOperative project is under the super- 
vision of the rural electrification administra- 
tion, which arranged a $254,000 loan. It was 
reported to be the first project of its kind to 
start in the nation. 









Oregon 


Pass Utility Measures 


MONG 73 bills passed by the recent special 
session of the legislature (now ad- 
journed) were two measures concerning utili- 
ties. One would authorize cities to acquire 





bg 


properties for the purpose of constructing 
wharves and docks in connection with the in- 
dustrial development resulting from the 
Bonneville power project. The other rede- 
fined the term “utility,” and exempted certain 
corporations from the utilities department. 





Pennsylvania 


Industrial Rates Cut 


HE Philadelphia Electric Company last 
month announced rate reductions estimat- 
ed to save $750,000 a year to heavy industries 
using untransformed electric current, to be- 
come effective December 2nd. Industries in 
the Ardmore, Chester, Jenkintown, and Nor- 
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ristown areas, as well as in the Philadelphia 
district, would share in the savings, if ap- 
proved by the commission. 

The reduction is the third major slash in 
the company’s rates within the last year and 
affects only the heaviest users of electricity, 
rates for whom have remained virtually un- 
changed for some years. 
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Help Asked 


4 public service commission last month 
requested codperation of three Federal 
agencies in its inquiry into allegedly improper 
charges against operating expenses made by 
afiliates of the Associated Gas and Electric 
Company. Richard J. Beamish, chief counsel 
of the commission, requested the Securities and 
Exchange Commission, the Federal Power 
Commission, and the Federal Trade Commis- 
sion to secure information from company rec- 
ords outside the jurisdiction of the commis- 
sion. 

The commission seeks especially an itemiza- 
tion of the “confidential payroll’ of the Ithaca, 
N. Y., office of the Associated Gas & Electric 
Company, involving expenditure of $12,986, 
which the commission contends was a part of 
the $956,231 spent by the associated “utility 
empire” in a futile fight against passage of 
the Wheeler-Rayburn utility holding company 
bill at the last session of Congress. 


Reorganization Planned 


AYorR-ELECT S. Davis Wilson recently out- 

lined a reorganization plan featuring 
purchase of the entire Philadelphia Rapid 
Transit system by that city and including 5- 
cent fares and substitution of busses for most 
trolleys. These developments were made pub- 
lic before the state public service commission’s 
hearing last month at which the transit com- 
pany was to explain why it had not replaced 
worn-out tracks. 


Condemnation under the Daix law would 
require a revaluation of the transit system by 
the public service commission, and the price 
would thus be determined, subject to appeal 
by the company to the state superior court. 
Wilson said he could have the plan in shape 
to submit to the electorate at the primary 
election next spring. 


Rate Revision Sought 


pare revision of the Harrisburg city wa- 
ter rates to put the water department on a 
self-sustaining basis was recently regarded by 
some as the “council’s principal alternative to 
raising the tax rate in 1936,” it is reported. 

Forecasts were not forthcoming as to 
what the new tax rate would be, but some 
authorities revealed that budget requests were 
far in excess of what they were a year 
ago. 


Urges Operation of Gas Plant 


)  germeqeeen er Wilson last month urged the 
city council to take over the operation of 
the city-owned $79,000,000 gas plant from the 
United Gas Improvement Company. The re- 
quest was made during the consideration of 
the nag budget for the department of public 
works. 

Mr. Wilson charged that the United Gas 
Improvement Company planned to let the 
city’s gas plant deteriorate and then bring nat- 
ural gas into the city. 


South Carolina 


Orders Reduced Rates 


HAIRMAN B. J. Pearman of the South 
Carolina Public Service Commission an- 
nounced last month that the commission had 
ordered the South Carolina Power Company 
of Charleston to show cause why its electric 
rates should not be reduced approximately 22 
per cent. The proposed reduction would mean 
a saving of approximately $300,000 a year. 
The order specified that the returns to the 
report and the rule to show cause should be 
filed with the commission on or before De- 
cember 11th. 


Judicial Notice of 
Utility-Baiting? 


HE state supreme court last month was 
asked “to take judicial notice” of attacks 
made on public utilities by President Roose- 
velt and others, while considering an appeal 
from a Greenville county circuit court verdict 


against the Southern Public Utilities Compa- 
ny. The appeal involved a verdict in favor 
of the estate of a party killed by the utility’s 
truck and the company’s lawyer contended that 
antiutility propaganda had prejudiced the 
jury. The court took the argument under 
advisement. 


Electric Rates Cut 


HE Carolina Power and Light Company 
last month reduced its electric power rates 
to South Carolina consumers by approximate- 
ly $183,000 a year, effective January Ist. 
Of the total reduction, approximately $118,000 
will be cut from fees charged residential con- 
sumers and about $65,000 from those of com- 
mercial consumers. : 
Chairman B. J. Pearman of the public serv- 
ice commission announced that the reduction 
resulted from a series of conferences of com- 
mission utility division experts with officials 
of the company. 
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Rural Rates Attacked 


HE rate proposed by the state public serv- 

ice commission for power companies for 
rural electric lines was branded unconstitu- 
tional last month. The Carolina Power and 
Light Company of Raleigh, appearing under 
its rule to show cause why the proposed rate 
should not be fixed, declared it was unconsti- 
tutional in that it was “discriminatory.” Rep- 


resentatives of the company said they had al- 
ready submitted a proposed rate at which 
they would furnish power to the state rural 
electrification authority’s lines and that, under 
the law, the commission could not fix a lower 
rate without first investigating and discarding 
the rate proposed by the company. The com- 
mission proposed a rate ranging from 9 mills 
to 1.5 cents per killowatt hour, depending up- 
on the amount of current consumed. 


Tennessee 


Files Briefs 


TTORNEYS for the Tennessee Public Service 
Company, serving Knoxville, recently 
filed their final briefs with the state supreme 
court in a suit seeking to prevent the city of 
Knoxville from building a municipal distribu- 
tion system using TVA power. As in previ- 
ous briefs, constitutionality of the PWA and 
TVA was attacked and the right of the city 
to own and operate a municipal power system 
was questioned. 


Unique Proposal 


= a proposal considered last month by 
the city of Memphis, the private power 
company would become a customer of the 
TVA and resell the electricity to Memphians 
at TVA rates. This unique proposal was 
introduced at a conference of city officials and 


representatives of the Memphis Power & 
Light Company. The conference met to dis- 
cuss the company’s objections to the city en- 
tering into a contract with the TVA. 

Memphis already has signed a contract with 
the TVA and has opened negotiations for the 
purchase or construction of its own electrical 
distribution system. 


Attacks Franchise 


HE city of Chattanooga last month filed 
a suit attacking the validity of the local 
franchise of the Tennessee Electric Power 
Company. The suit was believed the first step 
in a move to bring TVA power to Chatta- 
nooga. The suit alleges the franchise expired 
June 19, 1926. 
Chattanooga voters last year approved a 
$9,000,000 bond issue for municipal power sys- 
tem. 


Texas 


Legislation Enacted 


gp bills enacted by the recent special ses- 
sion of the state legislature were of inter- 
est to the public utility industry. The first 
statute makes it possible for certain smaller 


towns to obtain PWA funds for artificial gas 
plants. The second statute appropriates the 
amount of $200,000 for Brazos River Reclama- 
tion and Conservation District for the pur- 
pose of buying dam and reservoir sites as 
basis for Federal grants. 


Virginia 


New Act Necessary 


we - Virginia assembly in 1936 will be con- 
fronted with the necessity of adopting a 
state motor carrier act paralleling the new 
Federal act, but pending the effective date of 
any state legislation, Virginia intrastate car- 
riers will be privileged to file their rates with 
the state corporation commission, according to 


H. Lester Hooker, member of the commission 
in charge of motor transportation matters. 
Mr. Hooker said that unless the present state 
motor vehicle code is amended so that its 
gears mesh with those of the new Federal 
machinery, contract haulers and motor trans- 
fer companies as well as motor common car- 
riers of the state of Virginia may be at a dis- 
advantage. 
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Service Obligations: after Franchise Expiration 


GAS company after expiration of 
A its franchise must furnish service 
fairly and without discrimination to 
present customers so long as it continues 
to operate in the city, but it is not re- 
quired to make new extensions or to 
supply new consumers, according to a 
ruling by the Oklahoma commission. 
The commission made conclusions of 
law regarding the mutual rights of such 
a company and the city and its citizens 
as follows: 


bi the commission concludes that at 
the expiration of the life of the franchise all 
contractual relations between the citizens 
and the city on the one hand and the gas 
company on the other were terminated, but 
the company, by continuing to serve both 
domestic and commercial users of gas within 
the city under the same terms and rates as 
were prescribed in the expired franchise, 
occupies the same status in so far as present 


service is concerned as it occupied under and 
during the life of its franchise, and is still 
under the regulations of this commission; 
likewise the consumers, by accepting gas 
service so furnished, and paying for the 
same, are under the same duties and obli 
tions to the gas company as they were prior 
to the termination of the franchise. The 
gas company is within its rights in refusing 
to serve new customers or to make exten- 
sions to any additions within said city or to 
make any further capital investment in said 
plant. It.is entitled, in the absence of rea- 
sonable notice to remove its plant, to con- 
tinue to function as a quasi public utility 
under the rules and regulations of this com- 
mission until it serves notice on the city and 
consumers that it will no longer furnish gas 
service, but this refusal to furnish gas serv- 
ice cannot be arbitrarily exercised but must 
be made on reasonable notice to the city in 
order that it may make its arrangements 
for a fuel supply accordingly. 


Vinita v. Vinita Fuel Co. (Cause No. 
16815, Order No. 9726). 


2 


Commission Cannot Order Rate Investigation 
at Expense of Utility without Notice 


HE supreme court of Michigan sus- 
tained the contention of a public 
utility company that the state commis- 
sion could not order a rate invesitgation 
and charge the company with the ex- 
pense of audit and appraisal without 
first giving notice to the company and 
conducting a hearing or investigation. 
The commission, after receiving com- 
plaints by various municipalities against 
utility rates, found it necessary to audit 
the books and records and to appraise 
the plant property and facilities of the 
company. This work was ordered to be 
done by the commission’s staff. The 
commission ordered that during the 
progress of the audit and appraisal semi- 
monthly statements should be rendered 
to the utility company showing amounts 
of money expended for the work and 


that such expense should be paid by the 
company into the state treasury. Nel- 
son Sharpe, justice, speaking for the 
court, said: 


The power conferred upon the commission 
is “in connection with any rate or service 
hearing or investigation.” Comp. Laws 
1929, § 11098. It seems clear that the neces- 
sity therefor must be found to exist at a 
“hearing or investigation” had by the com- 
mission at which the parties interested had 
been afforded an opportunity to be heard. 
The order appealed from was made without 
notice. Without expressing any opinion as 
to the extent of an audit or appraisal which 
the commission may order to be made, we 
are of the opinion that it had no jurisdiction 
to make the order appealed from without 
notice to the parties affected by the com- 
plaints made to ‘it. 


Consumers Power Co. v. Michigan Pub- 
lic Utilities Commission, 262 N. W. 664. 
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Rural Electric Extensions 


PLAN for rural electric extensions 

by the Consumers Power Com- 
pany is embraced in rules and regula- 
tions recently adopted by the Michigan 
commission. The plan contemplates 
free extensions where prospective serv- 
ice is sufficient, and customer contribu- 
tions in other cases. 

Free extensions must be made where 
there is an average of five usual farm 
customers per mile of extension, and 
where the prospective customers will 
guarantee an amount equal to the aver- 
age of $150 per year per mile of exten- 
sion. A guaranty of revenue may be 
waived where the company is reasonably 
satisfied as to the prospective use and 
total average annual revenue being 
equivalent to that amount. For usual 
farm customers, for the purpose of 
measuring use, there may be substituted 
an equivalent use for summer cottages, 
summer resorts, gas stations, churches, 
schools, or similar noncontinuous cus- 
tomers. 

An optional provision was approved 


whereby farm line extensions might be 
built at the company’s expense provided 
that the customers to be served should 
deposit $1,000 per mile of line, less $100 
per farm customer connected at the time 
the line is built, provision being made 
for refunds in the case of additional cus- 
tomers being attached to the line ex- 
tensions. 

The commission considered it desir- 
able that the cost per kilowatt hour of 
use to rural customers should not ex- 
ceed the cost paid by urban users for 
the same class of service, but, said the 
commission : 

At the same time, the commission rec- 
ognizes that urban users cannot be expected 
to pay the cost of rural extensions through 
rates paid by residents of cities and villages 
now having the advantages of electric serv- 
ice; neither can the utilities be required to 
make a rural extension at such a cost or 
such a low prospective revenue from its 
use as will fail to bring a compensatory re- 
turn to the utility. 


Re Consumers Power Co. (D-2916, 


D-1692). 


e 


Rate Reduction Ordinance Not Responsible 
for Inadequate Return 


F rates are inadequate to produce a 
fair return because of economic con- 
ditions, should an ordinance further re- 
ducing rates be declared contrary to the 
public interest? This is one of the ques- 
tions involved in a decision by the pub- 
lic utilities commission of Oregon in 
his examination of a proposed ordinance 
reducing rates for fire hydrant service 
by a water company. He said on this 
point : 

. . it will be noted that based upon 
the 1928 income of the company at Hills- 
boro the net return of the company was 
6.61 per cent, and that the proposed reduc- 
tion in hydrant rentals as against the income 
of that year would have reduced the rate of 
return to 6.04 per cent. The succeeding 
years show reductions in income, due in 
large measure to economic conditions gen- 
erally, and we find the net return at present 
hydrant rental rates of $3.50 per hydrant to 


be reduced to 3.56 per cent, while the pro- 
posed reduction, if in effect in 1934, would 
have reduced such net return to 3.08 per 
cent. It can well be said that 3.08 cent 
is not a fair return, but so also can the same 
be said of the return of 3.56 per cent. It 
is not the proposed ordinance which reduces 
the net return below a fair and reasonable 
one—obviously it is other matters and con- 
ditions which are responsible. 


The ruling on the ordinance rates was 
made under a rather unusual feature 
contained in an Oregon statute. The 
law delegates legislative authority to 
municipalities to fix rates by contract or 
by ordinance for a period of five years, 
with the stipulation that the proposed 
contract or ordinance be submitted to 
the commissioner so that he may make 
findings as to whether the contract or 
ordinance is in the public interest. The 
commissioner announced his views on 
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the scope of his examination of such an 
ordinance. 

He decided that it was not the intent 
of the statute that any hearing should 
be held on the matter of public interest, 
or even that the utility affected by a pro- 

sed ordinance be given notice. He 
further decided that it was the apparent 
intent of the statute that the entire pro- 
ceedings should be solely between the 
municipality on the one hand and the 


commissioner on the other, and further, 
he continued: 


That in determining whether or not a 
proposed ordinance is or is not in the public 
interest the commissioner is restricted to an 
examination of the ordinance itself, together 
with such other information or data with re- 
gard to the particular utility in question 
— may be on file in the commissioner’s 
office. 


Re Hillsboro (Oregon-Washington Wa- 
ter Service Co.) (8500-W-104). 


4 


Appeal to State Court Precludes Federal Court Action 


courts of a state to exert their 
judicial power in his behalf he cannot, 
because of denial of the requested reme- 
dy by such courts, successfully make a 
second appeal to the Federal courts. 
Such is the substance of a recent deci- 
sion by the United States district court 
for the middle district of Pennsylvania. 

The operators of a motor carrier serv- 
ice were transporting goods between 
terminals in Pennsylvania by passing 
through a point in New Jersey. The 
Pennsylvania commission determined 
that the New Jersey route was a sub- 
terfuge to avoid state regulation and 
ordered the service ended. 

The operators appealed to the su- 
perior court of Pennsylvania and asked 
for a supersedeas, which would prevent 
enforcement of the order. This was de- 
nied by the state court. 


We a party has appealed to the 


Thereafter an action was started in 
the Federal district court to enjoin the 
commission from enforcing its order. 
The Federal court denied a preliminary 
injunction and dismissed the case on the 
theory that administrative proceedings, 
which might be enjoined by a Federal 
court, had ended with the decision of 
the commission, and when the motor 
vehicle operators chose to appeal the de- 
cision to the state court and asked the 
granting of a supersedeas, which was 
denied, they were too late to start a pro- 
ceeding in the Federal court. To grant 
the relief sought, it was said, would in 
effect stay the proceedings of the su- 
perior court of Pennsylvania, and the 
Federal court was without jurisdiction 
to interfere in state court proceedings 
in that way. Blackmore et al. v. Pub- 
lic Service Commission of Pennsyl- 
vania et al. 


e 


Contribution to National Security Owners Association 
Not Allowed as Expense 


“Tae Oregon Utilities Commissioner, 
in passing upon proposed items for 
the budget of an electric utility compa- 
ny, disallowed as an operating expense 
a contribution to the National Security 
Owners Association, as well as contribu- 
tions to the Oregon Economic League, 
the Portland Press Club, and the Salem 
Advertising Club. It was said: 


With regard to the proposed contribution 


of $3,500 to National Security Owners As- 
sociation, it appears from the testimony that 
said association is a national organization 
of holders of corporate stocks, and 
other securities, and that said association 
has been icularly active in combating 
special and general taxation tending to in- 
crease operating expenses of such corpora- 
tions, and particularly of public utilities 
The commissioner finds that both the pur- 
pose and amount of such expenditure is 
proper and legitimate, but further finds that 
such expenditure is not a proper item to be 
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charged against operating expenses and that 
such expenditure is not of benefit to the 
ratepayers of the Portland General Electric 
Company, and therefore finds that said ex- 
penditure should not be allowed as a charge 


against operating ac- 


count. 
Re Portland General Electric Co. (No. 
5506-—E-31). 


any 


e 


New Patrons on Additional Extension Do Not Justify 
Refund on Deposit for Original Extension 


Pye was made to the New 
Jersey Board of Public Utility 
Commissioners against the refusal of 
an electric company to refund portions 
of a deposit made by a customer on an 
electric extension. The extension had 
been financed by the customer under an 
agreement that refunds would be made 
when new customers were connected to 
the extension. 

The customer contended that the ex- 


tension financed by him had been fur- 
ther extended and that, in accordance 
with the terms of the contract, he was 
entitled to a refund based upon addi- 
tional customers connected to the fur- 
ther extension. 

The commission rejected this conten- 
tion upon evidence that the customer 
had not made any deposits for the addi- 
tional extension. Kohsen v. Jersey Cen- 
tral Power & Light Co. 


7 
Alarm Company Not a Public Utility 


Aa engaged in the business 
of furnishing for hire to the pub- 
lic, or such of the public as might apply 
therefor, combined night watch and fire 
alarm service, burglar alarm service, au- 
tomatic fire alarm service, and sprinkler 
supervisory service, by means of tele- 
graphic signals, was held by the Mis- 
souri commission not to be engaged in 
the business of a public utility, but that 
of a private watchman over which the 
commission had no jurisdiction. 

The commission found that literally 
the company was within the statutory 
definition of a telegraph company but 
that the kind of business it carried on 
did not make it a company subject to 
control as a public utility. Rulings on 


this question by other tribunals were 
examined and found in some cases to be 
in conflict. The commission concluded 
with the statement: 


Taking all the evidence into consideration, 
it is our opinion that the business in which 
the defendants are engaged is that of private 
watchmen and not that of telegraph compa- 
nies; that the fact that in conducting their 
business of watchmen they make use of sub- 
stantially the same instrumentalities which 
a telegraph company uses in conducting its 
business, does not convert them from watch- 
men into telegraph companies ; that the busi- 
ness of a private watchman is not one affect- 
ed with a public interest; and hence that 
we have and can have no jurisdiction over 
the defendants. 


Kansas City v. Missouri District Tele- 
graph Co. et al. (Case No. 8918). 


e 


Effect of Unauthorized Property Transfer 


HE Oregon Public Utilities Com- 
missioner, after finding that a 
transfer of public utility property had 
been made without approval of the com- 
mission and therefore in violation of the 
state law, pointed out that the statute 


provides that every such sale made with- 
out authority shall be void. He con- 
tinued, however: 

It is my opinion that such sale is not void 


as between the parties thereto, but is void 
in so far as the parties may seek to limit 
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the power of the commissioner to inves- 
tigate, control, and supervise the capital set- 
up is concerned. 


e 


Re Benton Utility Co. (U-F-677, 
P.U.C. Oregon Order No. 2908). 


Favorable Schedule Not Reinstated for 
Individual Customer 


‘ owner of a meat and poultry 
store complained to the New Jersey 
board because he had been receiving 
service under gas and electric rate 
schedules which he considered unfavor- 
able. He asked for a recomputation of 
his bills under schedules considered 
more favorable, but his petition was dis- 
missed. 

A recomputation of bills under the al- 
ternative gas rate schedule did not show 
that he had suffered any material dam- 
age, and in any event the board held that 
it had no power to order reparation. 


With respect to the electric rate 
schedule which he thought should be ap- 
plied, it was shown that this schedule 
had been withdrawn and superseded by 
another schedule. The board said: 


Rates are not made for individual custom- 
ers, but for classes of customers. To order 
Rate C-1 reinstated for the use of the pe- 
titioner would require that it be a general 
rate applicable to other customers taking 
~~ service. This request is, therefore, de- 
nied. 


Schneider v. Jersey Central Power & 
Light Co. 


e 


Electric Rate Set for Service to Rural Authority 


HE South Carolina Public Service 
Commission recently ordered the 
Broad River Power Company to furnish 
electric power to the state rural electrifi- 
cation authority for consumption on 
rural lines at rates recommended by the 
authority. 
Under provisions of the order, the 
company will be required to sell power 
wholesale to the rural electrification au- 


thority at rates ranging from 9 mills to 
14 cents per kilowatt hour, depending 
on the quantity used. The rates, ac- 
cording to the order, are to apply to 
“the aggregate monthly meter readings 
of all energy taken from each individ- 
ual company rendering service to the 
rural electrification authority.” Re 
Broad River Power Co. Order No. 
E-189, Docket No. 1463. 


e 


Holding Company Ordered by Court to Register 


7N order was issued in a reorganiza- 
tion proceeding directing the trus- 
tees of Public Utilities Securities Cor- 
poration to register with the SEC while 


reserving constitutional rights. The 
trustees of the corporation had asked 
for instructions. 

Judge Holly of Chicago, in his order, 
observed that while the act had been 
held invalid by Judge Coleman in Re 
American States Public Service Co. (U. 
S. Dist. Ct. 1935) 10 P.U.R.(N.S.) 413, 
there had been no adjudication concern- 


ing the act by the Supreme Court of the 
United States or by any circuit court 
of appeals, and that the preparation and 
filing of form U-1 would not be unduly 
burdensome or expensive to the estate 
in bankruptcy. The order provided 
that the trustees 
are hereby directed to file with the Securi- 
ties and Exchange Commission, on behalf 
of themselves as such trustees and on be- 
half of said debtor, notification of registra- 
tion under said PUHC Act on Form U-1 
prescribed by said commission, expressly 
reserving all constitutional and legal rights 
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and making no agreement or statement of 
intention to take any further steps by way 
of compliance with said act until further 
order of this court. 

It is further ordered that this court does 
hereby retain jurisdiction to give additional 
instructions to said trustees as to whether 


compliance should be made with rules, 

regulations, or orders which may hereafter 

be made by said SEC under any of the pro- © 

oo of said PUHC Act other than § 
a). 


Re Public Utilities Securities Corp. 


e 


Other Important Rulings 


The Public Utilities Commission of 
the District of Columbia authorized the 
Capital Transit Company to accrue de- 
preciation on busses and bus appurte- 
nances on the basis of a 10-year life, 
subject, however, to the right of the 
commission to make future changes if 
conditions and experience should re- 
quire them. Re Capital Transit Co. 
(Order No. 1426, P.U.C. No. 3082). 


The Idaho commission in denying au- 
thority to increase storage and handling 
charges, on application by a warehouse 
company, over the objection of grain 
growers, said that the ability of the cus- 
tomer is given great weight and with no 
desire to preclude any competent evi- 
dence of the petitioner for higher rates. 
It was said that the whole structure of 
modern civilization rests at last upon the 
products of the soil in the great domain 
of agriculture. Re Vollmer Clearwater 
Co. Ltd. (Case No. F-1072, Order No. 
1561). 


The Colorado commission held that 
notwithstanding the rule that one may 
not operate as a common carrier and a 
private carrier at the same time with the 
same facilities and within the same terri- 
tory or over the same route, a motor 
carrier holding a private permit may op- 
erate as a common carrier under a cer- 
tificate of convenience and necessity in 
territory from which the territory cov- 
ered by his private permit is specifically 
excluded. Re Mercure (Application 
No. 1487-A, Decision No. 6699). 


The Colorado commission authorized 
the transportation of beer, ale, and 


spirituous liquors in irregular service to 
various points in the state notwithstand- 
ing the possibility that some common 
carrier might be affected, in view of the 
specialized service requiring special 
equipment so that beer might be kept at 
an even temperature. It was said to be 
unwise and uneconomical from the ship- 
per’s point of view to require transfers 
of the cargo en route from point of 
origin to destination. Re Pless (Ap- 
plication No. 2377-PP, Decision No. 
6733). 


The district court, second judicial dis- 
trict of North Dakota, upheld as within 
the power of the commission an order 
requiring a railroad company to build 
and maintain a 12-month all-year-round 
agent at agency station where receipts 
at the station amounted to more than 
$12,000 in any one year. The court, 
however, held that the commission could 
not designate where the station should 
be located. Re Patrons of Great North- 
ern Railway Co. (Case No. 3204). 


Authority to combine separate dis- 
tricts in one operating unit and to file 
electric rates uniformly for the com- 
bined territory was granted by the Ore- 
gon Public Utilities Commissioner over 
the protest of one of the cities affected, 
where this city would actually receive a 
reduction in rates comparable in amount 
to its contribution to the revenue of the 
company and its demand for the com- 
pany’s products, and where the combina- 
tion would permit operating economies 
and simplify regulation. Re West 
Coast Power Co. (U-F-691, P.U.C. 
Oregon Order No. 2951). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Standard Gas and Electric 
Company 


@ One of the Nation’s large utility holding companies. 


@ Organized by Henry M. Byllesby, engineer and electrical pioneer, in 1910 
—first dividend paid to common stockholders in 1923. 


@ Owned by 45,000 stockholders; number of stockholders of subsidiary and affiliated 
companies, 160,000 — total approximately 205,000. 


eS 
A constructive force in the civic development of 


Louisville, Pittsburgh, Minneapolis, St. Paul, Oklahoma City, San Diego 
and many other communities 


Modern utility services provided for more than 1,600 medium sized and small 
cities, towns and villages, over 1,200 of which are less than 5,000 population — 
970 less than 1,000. Total population supplied with one or more kinds of service 
is in excess of 6,000,000. 


Rate reductions by operating companies since 1929 total $12,400,000 on an 
annual basis. Gross electric and gas earnings (1934) were $106,457,000. 


Engineering and management services required by the operating companies, 
in addition to that supplied by their own staffs, are rendered by a wholly-owned 
subsidiary, Byllesby Engineering and Management Corporation. 


The character of the services performed is indicated by the following quotation 
from a recent decision by a state public utilities regulatory authority : 


“The claim of Byllesby Engineering and Management Corporation 
that it is in every true sense a management concern, and that it gives valuable 
services under its contracts, is supported by the record.” 
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FARMER OR UTILITY OWNERSHIP 
OF ELECTRIC LINES? 
By George Everett 


> 


Trying to Pry into the TVA 
By Herbert Corey 
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A Gigantic Municipal Utility 
By James Blaine Walker 
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amazing off-peak 


load building 
opportunity 


Restaurants and soda fountains use the Silex Automatic Broiler at periods 
when your commercial load is low . . . at lunch and dinner time. The 
load building possibilities of this off-peak equipment can be realized when you 
consider some Central Stations estimate the income from each Silex Automatic 
Broiler at $95.00 annually. 

The restaurant owner is brought a new merchandising opportunity by this 
Silex Automatic Broiler. Until now he has cooked in the kitchen, placed 
meats and fish in the warming oven, and of necessity served them with a 
slightly dry taste. Now he gives fast service, but broils on short-order from 
the back bar. Meat and fish are served at their flavor peak. These foods have 
@ new richness, new juiciness, new appetite appeal that sets every customer 
to singing the praises of the restaurant. 


Silex Automatic Broiler is made in 110-, 115-, 120-, and 220-volt ratings. 


Whether you merchandise or not, the Silex Automatic Broiler has a very defi- 
nite place in your load building plans. 


Write today for full information telling how you may increase your off- 
peak load with Silex Automatic Broiler. 


THE SILEX COMPANY Dep't PF 1219 HARTFORD, CON 
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